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CHAPTER VI. 

STATE OF PRICES AND OF THE CIRCULATION, 

FROM 1814 TO 1818. 

The epoch which is now to come under con- 
sideration, embraces nearly the whole interval be- 
tween the close of the war and the termination of 
the Bank restriction. And this interval, with that 
which has just passed under review, comprises 
nearly all the debateable ground of the imputed 
effects of the suspension of cash payments in raising 
prices beyond the difference between paper and 
gold. 

As in the instance of the epoch which has just 
passed, it will be found convenient in the present 
to make a subdivision of the interval about to be 
examined into two periods ; namely, the one em- 
bracing the fall of prices from 1813 and 1814, to 
1816 and 181? ; and the other, the rise of prices 
from 1816 and 181? to 1818. 
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Section 1. — Fall of the Prices of Corn from the 
Close of 1813 to the Commencement of 1816. 

The prices of corn, which had fallen rapidly, 
while transatlantic produce had been as rapidly 
rising in the last six months of 1813, continued, 
but more slowly, to fall in the early part of 1814, 
the average having declined by the end of July, 
for 

s. d. 

Wheat to . - 66 5 
Barley — - - 33 
Oats — . - 23 3 

The fall would probably have been more rapid, 
in consequence of the great stock on hand, had it 
not been for the character of the season, which 
was remarkably backward and unpromising. The 
winter of 1813-14 is still known as the severest 
and the longest of any in the present century ; 
and the spring, as in all cases, when following a 
winter of unusual severity, was cold and ungenial. 
The wheat in consequence bore an unpromising 
appearance ; and the harvest being very late, and 
attended in its progress by variable, and, upon the 
whole, inclement weather, some speculation arose, 
and the prices experienced a momentary advance 
before the completion of the harvest, of nearly 
10*. the quarter. The apprehensions that had been 
entertained of injury to the crops were, to a con- 
siderable extent, confirmed ; for it turned out that 
the wheat generally had been much affected with 
blight and mildew, and was considered, upon the 
whole, inferior in quality, and much below the 
former year in quantity. But the increased breadth 
of cultivation, the large surplus from the super- 
abundance of the produce of 1813, and an unex- 
pectedly large importation of foreign com (about 
800,000 quarters of wheat, and a like quantity of 
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oats), overpowered the markets, and the prices 
thenceforward declined again to the close of the 
year, when the average for wheat was 65s. 8d. 

The following winter was a very open one, and 
the spring of 1815 rather wet, but forward *, and 
the appearances of the crops promising. These 
were depressing causes, but prices were prevented 
fi'om falling so much as they would have done in 
the first six months of 1815, by two causes, 

1. The renewal of the war on the return of Na- 
poleon from Elba, there being then a prevailing 
opinion connecting war with high prices. 

2. The discussion upon, and the eventual pass- 
ing of the Corn Bill, which prohibited the admis- 
sion of foreign grain for consumption, till the price 
of wheat should reach 80^., and other grain in that 
proportion, giving an impression that the price would 
not for any length of time fall below that rate, and 
probably imparted a temporary confidence in the 
recovery of the markets. 

But these causes of a slight rally gave way to 
the continued abundance of the supplies, of which 
a part still consisted of the crop of 1813.t And as 
the harvest was forward, the crops abundant, and 
the weather for the securing of them (subject to 

* In a meteorological report for the month, from the 24th of May 
to the 24fth of June, 1815, is the following remark : — " The spring 
itself is, in almost all respects, much forwarder than any one 
since the year 1794. The best guide to this is the price of 
vegetables. In 1794, peas were, on the 19th of May, Is. 6d, the 
peck; a price for which they were sold about the 31st of the 
same month this year: whereas we have known them in the in* 
tervening twenty years, frequentlv from three or four to eight 
or ten times that price, in the early days of June." 

f Mr. David Hodgson, on being asked by the Agricultural 
Committee, in 1821, " When you say you have every reason 
to believe that 1813 was the greatest crop you have ever known^ 
you have other reasons for that opinion ? *' answered, << We 
Lave other reasons, and general observation from the time that 
the grain of that season remained in considerable quantity, I 
think two or three years afterwards." — Pa^ 264» 
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some few casualties), on the whole propitious, the 
markets resumed their tendency downwards, and 
the averages at the end of the year 1815 were for 

Wheat . ' J53 7 

Barley - - 25 11 

Oats . . 19 9 

In the few weeks following there was a further 

trifling decline, the average in January 1816 having 

been for 

s. d. 

Wheat . . 52 6 

Barley - - 24 8 

Oats - . 18 7 

This was a lower point of depression than had 
occurred in the prices of corn since 1804. 

The prices of cattle and sheep had risen con- 
siderably in 1813 and 1814, and were higher in 
1814* than they had been during any previous 
period, with the exception of a few months after 
the great scarcity of 1800; but in the course of 
1815, a considerable fall took place, and the spe- 
culations of cattle dealers turned out very ruin- 
ously at the close of that year and in 1816. t 

* The quotations of Smithfield market were, in March 18149 

Beef - 6s. to Ts, per stone. 

Mutton - 7*. to 8*. Qd. 

Veal - 65. to 85. 

Pork - Is, to 10*. 

This was partly owing to the high prices of provender in 
1811 and 1812, while meat had been comparatively low; and 
partly to the extreme severity of the winter of 1813 and 1814, 
which had caused considerable mortality among the sheep, and 
generally reduced the quality of the cattle. 

t On this occasion of the great fall in prices, Mr. (now 
Lord) Western called upon the legislature, as he had before 
done upon a similar great fall of prices, and consequent agri- 
cultural distress in 1804, for a remedy; and as on that occa- 
sion, he, on this, gave a very rational account of the fall o^ 
prices, and the consequent distress o^ farmers and landlords. 
*< The full effect (he said, on moving in the House of Commons 
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Section 2. — High Prices of exportable Commo- 
dities in the Spring o/'1814. 

While the events were in progress which led to 
the restoration of the Bourbons and the peace of 
Europe, in the spring of 1814, the speculation in 
exportable commodities which had its first rise in 
the dawning prospects of the emancipation of the 
Continent, at the close of 1812 and the beginning 
of 1813, reached its height. The prices of all 
colonial produce, and of other articles of export, 
including native productions, such as alum, lead, 
and tin, and many descriptions of manufactures, 
which had long been waitmg a market, advanced 
very considerably, some beyond all precedent, as 
has been seen by the table inserted in the last 
Chapter. The extraordinary demand arising out of 
that speculation for the manufactures of this coun- 
try, occasioned such an extra employment of work- 
men in the manufacturing districts, as entitled and 



for a committee on agricultural distress, in March 1816,) of 
all our improvements has just been completely realised^ and two 
or three good harvests, from this extended and improved agri- 
culture, together with continued import, and demand reduced, 
has occasioned such a surplus in the market as very obviously 
accounts for the first depression of price." But singularly 
enough, Mr. Western, ten years afterwards, discovered that the 
fall of prices was owing to the currency. In a letter addressed 
by him in 1826^ to Lord Liverpool, there is, among others to 
the same eflPect, the following passage : — " Can there be a doubt, 
I repeat, now, that the very first commencement of our diffi- 
culties, the first depression of agriculture and commerce in 1815 
and 1816, were caused altogether by the contraction of the 
currency ? " 

In this, as in similar instances, the landed interests having 
had the full benefit of a rise of prices beyond 'the ratio of 
deficiency, have sought, at the expense of the rest of the 
community, to be exempted by legislative interference from the 
consequences of restored abundance. 

B 3 
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enabled them to command a considerable advance of 
wages.* And as while wages were thus advanced, 
there had been a considerable fall in the prices of 
provisions, the manufacturing population were in a 
more satisfactory state than they had been in during 
any part of the twenty years preceding. 

But that rise of the prices of exportable produce 
and manufactures which proved to be so ephemeral, 
as being founded upon the most unwarranted ex- 
pectations of demand in consequence of the peace^ 
and of the renewal of commercial intercourse with 
the Continent, has been the occasion of the most 
absurd conclusions conceivable. 

Tables of those extravagant prices, constituting 
the declared value, as contradistinguished from the 
official value of the Custom-house returns of ex- 
ports, have been referred to as proofs of the de- 
preciation of the currency up to that time; and the 
subsequent fall of prices of those same articles, as 
compared with the prices of the spring of 1814, 
has been considered as affording undeniable grounds 
for the inference of an increased value of money. 
The late Alderman Waithman, and Mr. (now Lord) 
Western, brought forward statements to that effect 
in the House of Commons, upon occasion of dis- 
cussions on the currency, as being illustrative of 
their views of the effect of the Bank restriction in 
depreciating, and of the resumption of cash pay- 
ments in restoring, the value of money ; assuming, 

• In the evidence of Richard Needham, an operative hand- 
loom weaver, examined by a Select Committee of the House of 
Commons, on Manufactures, Commerce, and Shipping, in 1833, 
he is asked (11,889), *< Can you remember what the reason 
was that the price of weaving sixty-reed cambrics was so high in 
1814? " Answered, " It was in consequence of the battles of 
Leipsic and Dresden. A general opinion prevailed that if we 
could succeed in destroying the power of Bonaparte, wages 
would get up, and prices would be confirmed to this country 
for ever ; and prices got up to an enormous height, and they 
came down as fast," 
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as they seem to have done, that the Bank began 
to prepare by a contraction of its issues in 1814, 
for a resumption of cash payments. The late Mr. 
Mundell brought forward similar tables in support 
equally of the doctrine of depreciation and appre- 
ciation, but as arising from a cause distinct from 
the alterations in the system of our currency. He, 
and some other writers with him, have ascribed the 
high range of prices of that period to the pro- 
gressive increase of the produce of the American 
mines up to a certain time *, and the subsequent 
decline of prices to the falling off of the supply 
since that time. 

But the facts of the case will not accommodate 
themselves to either theory. If the Bank restric- 
tion, or the increasing produce of the mines, is 
to account for the high prices of exportable pro- 
duce and manufactures in 1814, how happened it 
that the prices should have been so low in 1810 
and 1811, when both these causes of depreciation 
were at their height ? and how happened it that 
while exportable productions were nsmg, com and 
other European produce were falling ? The causes 
of the rise of articles of export have been suffi- 
ciently shown in the extravagance of the spirit of 
speculation, which prevailed on the opening of the 
markets of the Continent of Europe by the peace. 
And we have now to see what were the causes of 
the great fall, between 1814 and I8I7, of all the 
articles that had so risen. 

♦ The rate of increase terminates in 1810, but the theory 
supposes that the full effect of the increase had not been felt 
till 1814, and that we have since felt the effects of the falling 
off of the supply. At the same time the remark that has 
before been made may here be repeated, namely, that whatever 
may be the influence ascribed to variations in the produce of 
the mines, they have not necessarily a bearing on the question 
of the effects of the Bank restriction. 
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Sections. — Fall of Prices between 1814 and 
1817 of Productions other than those of Corn. 

A slight consideration will serve to show, that 
a reverse, from speculations so entered into and 
conducted as those which have been described ; was 
inevitable. 

The shippers found to their cost, when it was 
too late, that the effective demand on the Con- 
tinent for colonial produce and British manufac- 
tures had been greatly over-rated ; for whatever 
might be the desire of the foreign consumers to 
possess articles so long out of their reach, they 
were limited in their means of purchase ; and ac- 
cordingly the bulk of the commodities exported 
brought very inadequate returns. The low prices, 
which alone the consumers abroad were able to 
pay, were still further reduced in value by the ad- 
vance in our exchanges, which was accelerated 
by the very extent of those shipments. And it is 
a well known fact, that the losses upon a large 
proportion of the goods shipped to the Continent, 
m the spring and summer of 1814, were very great; 
not less, I have reason to believe, from what I 
heard at that time of the result of many of them, 
than 50 per cent. In some few instances, by rare 
good fortune, there might be a gain, but in as 
many there was a total loss. Cases of more aggra- 
vated loss occurred where the shippers, unwilling 
to incur so heavy a sacrifice as would be entailed 
by remittances at an exchange becoming daily 
more unfavourable for them, were induced to re- 
ceive returns in goods which, from this and other 
causes, coming in excessive quantities, could not 
be sold here within 30, 40, and sometimes 50 per 
cent, of the cost ; a process by which, includmg 
loss of interest, it may easily be conceived that the 
whole value of the original investment might be 
nearly absorbed. The disastrous effects of these 
ill-judged and extravagantly extensive speculations 
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began to manifest themselves in the numerous 
failures which took place towards the close " of 
1814 ; these continued increasing in number, as 
the several losses were ascertained, through 1815 
and the early part of 1816. 

Among the articles that figured most in point 
of importance and value, in the tables which have 
been referred to, as exhibiting the prices of 1814 
in contrast with the reduced rates which have since 
prevailed, were cotton goods. Now, as the price 
of raw cotton had risen between 1812 and 1814, 
on a twofold ground, namely, the war in which we 
had become involved with the United States of 
America, and the speculations on the opening of 
the Continental markets ; so the return of peace with 
America, and the recoil of the speculations in ex- 
ports, account for a great part of the subsequent 
fall. And a further fall is accounted for by the 
diminution, which was progressive for some time 
after, in the cost of production in the United 
States ; the indisputable proof of which is in the 
great extension of the growth at the reduced 
prices. Bat the manufactured article has fallen, 
not only in its former ordinary proportion of value 
to the raw material, but in a much greater ratio in 
consequence of the wonderful progressive improve- 
ment of the machinery applicable to cotton goods.* 
Indeed, the progressive improvement of machi- 
nery applicable to every description of manufac- 
tures, accounts for all the reduction of the declared 
value in those tables, beyond that which is attri- 
butable to the difference in the cost of production 
of the raw material.t 

• See Mr. Baines's History of the Cotton Trade ; Mr. M*Cul- 
loch's Commercial Dictionary ; also his Statistics of the British 
Bmpire ; Dr. Ure's Philosophy of IManufactures ; and Mr. G. R. 
Porter's Progress of the Nation. 

f Mr. Babbage, in his extensively useful, and deservedly 
popular work on " The Economy of Manufactures," gives a 
variety of examples of the extraordinary reduction of cost in 
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It was not of cotton only, that there had been 
an increased supply. In the greater part of other 
raw materials, there was in 1814« and 1815, a transi- 
tion from comparative scarcity to abundance. 

The excess of the importations in those two 
years, as compared with 1811 and 1812 (the Cus- 
tom-house returns of 1813 were destroyed by fire), 
will appear from the following statement of the 
official values which represent quantities : — 

1811 28,626,580 1814 36,559,788 

1812 28,595,4.26 1815 35,989,650 

£ 57,222,006 rf 72,549,438 

being an increase of supply much beyond the 
utmost probable increase of the rate of consump- 
tion within so short a period. 

This excess of importation, accompanied as it 
was by a general impression, that in consequence 
of the peace, not only was the cost of production 
by the lowered freights and insurance greatly 
diminished, but that fresh sources of supply, at a 
further reduction of cost, would be opened, ren- 
dered a fall of prices inevitable. There was not only 
an actual temporary excess at a reduced cost, but. 
an anticipation of contingent supplies from extended 
sources, at a probably further reduction of cost. 



the production of several articles, 'and more especially of some 
descriptions of hardware. 

After enumerating several causes to account for the general 
fall of prices, he remarks : '* The result of my own observation 
leads me to believe, that by far the most influential of the 
causes has been the invention of cheaper modes of manufac- 
turing. The extent to which this can be carried, while a profit 
can yet be realised at the reduced price, is truly astonishing, 
as the following fact, which rests on good authority, will prove. 
Twenty years since, a brass knob for the locks of doors was 
made at Birmingham ; the price at that time being 1 Ss, 4<l. 
per dozen. The same article is now manufactured, having the 
same weight of metal, and an equal, or in fact a slightly supe- 
rior finish, at Is, 9^d, per dozen." — 3d Edition, 1832, p. 158. 
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The following are specimens of the fall experi- 
enced in the markets for transatlantic produce : — 





Highest prices in 


Lowest prices in 




1813-14. 


1815-16. 


CoflPee, Jamaica, per cwt. 


- 118^. 142*. 


77*. 104*. 




- 116*. 126*. 


62*. 668. 


Sugar, Gazette account 


- 97*. 2d. 


^58. 


Havannah, white 


- 110*. 134*. 


44*. 50*. 


Cotton, bowed Georgia, per 


lb. 2*. 'W. 2*.6d: 


\s.9d. 1*.4^. 


Cochineal 


- 47*. 52*. 


23*. 28*. 


Indigo, East India, superior 


- 12*. 16*. 


8*. 9d. 10*. 


Pepper, black 


- 20rf. 21rf. 


7d. l\d. 


Tobacco, Virginia 


- 1*. \0d. 5*. 6rf. 


Sid. lOd. 


Logwood, per ton 


- 22/. 23/. 


61. 6L 10*. 



In the recoil from the speculations of 1813 and 
1814, in articles of export, copper, lead, and tin, 
which had then risen considerably, experienced a 
great decline in 1816, thus: — 

1813-14. 1816. 

Copper, per ton - lAOL SSL 

Lead — . . 33/. 34/. 18/. 

Tin _ . . 174/. 102/. 

Of Baltic produce the fall had commenced when 
exportable productions were rising; the decline 
continued through 1815 and 1816. 

The fall of prices of the different descriptions 
of produce here referred to was irregular ; but in 
the greater number of instances the lowest point 
of depression in the interval between 1814 and 
1817 was in 1816 and the early part of 1817 (when, 
as will be seen, the prices of corn had already ex- 
perienced their greatest advance). 

The shipping interest, too, was, in this interval 
between 1814 and 1817> undergoing a very con- 
siderable depression. There was, indeed, in con- 
sequence of the peace, a more extended sphere of 
employment of tonnage, inasmuch as the inter- 
course with the whole of the north of Europe, 
which had been carried on between 1807 and 
1814 exclusively by foreign vessels, was now 
thrown open to British shipping. But this addi- 
tional employment was more than compensated by — 
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1. The quicker voyages in consequence of the 
discontinuance of the detention of convoys and 
other impediments arising out of the war, thus 
rendering the same amount of tonnage equal to 
extended functions. 

2. The large amount of tonnage discharged 
from the transport service. 

3. The reduced cost of shipbuilding materials, 
which naturally reduced the value of all the ex- 
isting shipping. 

In the value of house property there was also a 
great decline, in consequence of the reduction of 
the cost of building materials. 

Thus there was, from 1814 to 1816, a very 
general depression in the prices of nearly all pro- 
ductions, and in the value of all fixed property, 
entailing a convergence of losses and failures 
among the agricultural, and commercial, and ma- 
nufacturing, and mining, and shipping, and build- 
ing interests, which marked that period as one of 
most extensive suffering and distress. Of that 
great and memorable fall of prices, the principal 
part beyond that which was the effect of the 
seasons, and a recoil from the extravagant spe- 
culations in exportable commodities, is clearly 
attributable to the transition from war to peace ; 
not from war, as having caused extra demand, but 
as having obstructed supply and increased the cost 
of production ; nor to peace, as having been attended 
with diminished consumption, but as having ex- 
tended the sources of supply, and reduced the cost 
of production. 

In what sense, if in any sense, or in what 
degree, if in any degree, this fall of prices, as 
well as the subsequent rise can be connected with 
the state of the currency, will be the subject 
of a separate examination. In the mean time, it 
remains to examine the phenomena of the great 
risfe of prices, which occurred from 1816 to the 
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close of 1818. Of this rise it is to be observed, 
as of the preceding fall, that it began variously, as 
applied to distinct articles at different times in 
1817 and 1818. Indeed, several of the articles 
which are about to be alhided to, did not begin to 
rise till late in 1817, when corn had already fallen 
considerably, and nearly all of them continued in 
a very depressed state throughout 1816, while, as 
we are about to see, the prices of provisions were 
experiencing a very great rise. 

Before however quitting the consideration of the 
circumstances which attended the fall of prices, 
and the state of agricultural and commercial dis- 
tress which prevailed as the consequence of that 
fell, it is to be obseiTed, that the labouring classes 
were in 1814 and 1815, and until the renewed rise 
in the price of provisions, in a comparatively satis- 
fectory state ; as the price of labour had not fallen 
in any thing like the proportion of the fall of the 
prices of necessaries. There were indeed com- 
plaints of workmen thrown out of employ, in con- 
sequence of the depressed state of so many branches 
of industry ; and the reduction of the numbers of 
men in the army and navy created further a tem- 
porary surplus ; but, notwithstanding these draw- 
backs, there is every reason to believe — indeed all 
the evidence of which the subject is susceptible, 

J)roves — that the great bulk of the working popu- 
ation were in an improved state, compared with 
that which they experienced in 1811 and 1812. 



Section 5. — Rise of the Prices of Corn in this 
Country and on the Continent^ from 1815 to the 
Summer oflSVJ. 

The first observable tendency to an advance in 
the prices of corn, after their great depression at 
the close of 1815, was in the early part of 1816, 
when there arose a partial demand for export of 
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Brituh wheaty there being no foreign then in bond, 
to the Continent of Europe, chiefly for the Medi- 
terranean. But soon after this manifestation of 
foreign demand^ which occurred in January and 
February 1816, there was a fresh cause of advance 
in the extraordinary severity of the spring. The 
winter generally had not been remarkably severe ; 
but in February there was a frost of uncommon 
degree and duration, accompanied on the 6th and 
7th of that month by a very heavy fall of snow, 
and thenceforward the weather was cold, and in 
every respect throughout the spring inclement. 
This circumstance producing apprehensions for the 
coming crops in this country, being combined 
moreover with accounts of scarcity and rising 
prices in France and Germany ^ occasioned a pro- 
gressive rise of prices here, insomuch that in May 
the average of wheat had reached l^s.^ being a 
rise of upwards of 20^. from the average price of 
January preceding. At about which rate it con- 
tinued for a few weeks in the uncertainty of pro- 
spects, the weather occasionally relaxing of its 
inclemency, although constantly of a low temper- 
ature for the season, and chiefly dry, till the 
beginning of July, when heavy rains set in, accom- 
panied by cold stormy winds. The wet, boisterous, 
and cold weather continued almost incessantly 
thenceforward during the entire progress of the 
harvest throughout the United Kingdom ; and 
thus completed the character of the season as the 
most inclement of any that had occurred since 1799. 
The result of the corn harvest was, as might 
from such a season be expected, a lamentable de- 
ficiency hi quantity, and a miserable inferiority of 
quality. Indeed, nearly all that had been saved 
of the crops was in so damp a condition, as to be 
unfit for immediate use; and if it had not been for 
a large surplus from former seasons, the rise of 
prices, great and rapid as it was, viz. to 103^. per 
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quarter before the close of the year, would have 
been much greater : for, high as the prices were, and 
certain as was the prospect early in the autumn, 
that the average price oi wheat would soon exceed 
80^., and thus open the ports, the balance of our 
imports for the whole year did not exceed about 
100,000 quarters. 

If there were not direct evidence that the 
same inclemency of the season as was experi- 
enced in this country, prevailed over the greater 
part of the Continent of Europe, the strongest 
presumption to that effect would be afforded 
by the circumstance of only so insignificant a 
supply having been obtained from abroad. But 
further and decisive proof exists, that great as was 
the deficiency of the harvest of 1816 in this country, 
a still greater scarcity existed in Germany and 
France, and in the South of Europe. The prices 
in those densely peopled portions of the Continent 
rose, in thesprmg of 1817, as a consequence of the 
deficiency of the preceding harvest, above the level 
of the prices in this country, and it was a foreign 
demand alone which caused the only advance that 
occurred in our markets after the close of 1816. 

This fact is so important in its bearings on the 
question, how far the great rise in the price of corn 
between the commencement of 1816 and the sum- 
mer of 1817 was caused by the state of our cur- 
rency, as resulting from the Bank restriction, and 
so inconsistent with the supposition of any increase 
of local circulation, as having been the principal 
if not the only cause of the advance of prices, that 
all reference to it has been studiously, if not in 
ignorance, avoided by the partisans of the doctrine 
of depreciation. And for that reason it becomes 
essential to dwell upon it somewhat fully. The 
harvest of 1815 had not been generally on the Con- 
tinent so productive as it was in this country, and 
prices had begun to rise there in the autumn of 
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that year. In Germany, and more especially in 
the south of it, and in France, the rise in the course 
of that year and in 1816 was very great.* 

In August, 1816, the ports of France were de- 
clared to be open to importation free of duty. In 
November following, the French government, by 
an ordonnance, announced a bounty to be given on 
importation. And although by these measures 
considerable supplies were attracted from abroad, 
thev proved to be insufficient to allay the alarm 
which seems to have been felt throughout France, 
but more especially in Paris t, at the prospect of 
famine, or rather at the existence of it ; for the 
year 1816-17 is characterised by the French writers 
as a period of actual famine. The government, 
thereiore, sent direct orders for purchases abroad, 

♦ Of the great rise of prices in Germany the subjoined 
quotations furnish striking specimens : — 

per Winch, qr, 
«. d. 

At Vienna, 3d March, 1815, 43 10 

23d Sept. 1815, 73 9 

12th March, 1816, 75 2 

and 14th Sept. 1816, 116 10 

At Munich, March, 1816, 57 2 

Sept. — 127 2 

Sept. 1817, 141 2 

At Stuttgard, June, 1816, 82 9 

^ Sept. — 127 1 

March, 1817, 138 7 
(From Mr, Jacob's Report, 1826.) 

Mr. J. B. Say gives the following as the average prices of 
wheat in the market of Roye, in Picardy : — 

liv. so» dens. 

1814 - 7 8 01 for the measure 

1815 - 11 12 7 }- equalto 52 litres 

1816 - 20 5 sj 2 centimes. 

f The following statement, which I received from a channel 
that I can rely upon, of the weekly prices of wheat in the Paris 
market, shows how great and rapid was the advance in May, 
and in the early part of June, 1817, and how great consequently 
must have heen the alarm of the French government at the 
prospect of increased scarcity : — 
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through agents, for its account.* And as, m the 
spring of 1817, the growing crops in that country 
presented an unfavourable appearance, those orders 
were extended, and became more urgent; inso- 
much that, this country being the nearest from which 
immediate suppHes could be obtained, orders were 
received here in May of that year, by some of the 
principal houses in tne corn trade, to buy and ship 
forthwith large quantities of wheat, which accord- 
ingly were exported chiefly from London to Havre, 
and others of the nearest ports of France. There 
were orders also for a quantity of American flour, 
which was lying at Liverpool, and which was pur- 
chased for account of the French government, at 
prices as high as 80*. per barrel and upwards. Pur- 
chases of wheat were likewise made for account of 
individuals for export to France. The whole quan- 
tity shipped thither from this country, in the spring 





Per Scpticr. 




Per Winch. Qr. 




fr, cs. 




8* d. 


1817. Jan. 1. - 


- 52 


. 


77 7 


Feb. 5. - 


- 57 


. 


84 9 


Mar. 5. - 


- 55 50 


. 


82 10 


April 2. - 


- 57 


m 


84 9 


23. - 


- 60 


- 


89 7 


May 14. - 


- 63 


- 


93 10 


21. . 


- 66 


. 


98 6 


28. - 


- 75 


m 


112 


June 4. - 


- 82 


tm 


122 5 


11. - 


- 92 


- 


137 6 



♦ The purchases of wheat and flour by the government of 
France, in 1816 and 1817, both abroad, and in such of the de- 
partments of that country as were better provided than others, 
were computed to have cost, including the expense»of holding and 
of resale, a sum of seventy millions of francs, about 2,800,000/. 
sterling. The bounties on importation, in 1816 and 1817, were 
stated by the Custom-house returns to have amounted to 
10,209,243 francs. (De la Disette et de la Surabondance en 
France^ par P, Laboulini^re^ vol. ii. p. 414.) 

Mr. J. B. Say also estimates the expenses incurred by the 
government of France, in measures of precaution against the 
famine of 1816 and 1817} as exceeding seventy millions of francs. 

VOL. II. C 
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of 1817, is computed to have amounted to nearly, 
if not quite, 300,000 quarters. This casual and 
extra demand, leading to an expectation of further 
orders, and occurring coin ciden tally with appre- 
hensions of another failing harvest in this country, 
in consequence of the unfavourable appearance of 
our own crops, naturally gave an impulse to the 
markets, which, by the middle of June, reached 
an average price of 117^. per quarter for wheat. 

Here, then, is not only the notorious deficiency 
of the harvest of 1816 in this country, which was 
calculated of itself to raise the prices of provisions 
enormously, but also an unusual sudden and great 
demand for corn to be exported. This export too, 
be it observed, not being in the way of returns for 

Erevious imports, or as payment for an unfavourable 
alance of trade due from this country, was paid 
for by France, chiefly in gold transmitted to this 
country. And is it conceivable that, under such 
circumstances, the rise in our prices of corn can be 
ascribed simply and exclusively to operations be- 
tween our government and the Bank on the cur- 
rency, with a view to the increase of the issues of 
Bank notes, which by the way did not come out 
in time to perform the work which is supposed to 
have been designed for them ? By what possible 
process can such a conchision be come to, con- 
sistently with a knowledge of the facts which are 
here stated, and which do not admit of being con- 
troverted ? According to what definition can it be 
contended, that this rise in the prices of corn, 
between the spring of 1816 and the summer 
of 1817, being coincident with an influx of up- 
wards of seven millions of bullion into the coffers 
of the Bank, raising the amount of it to a sum of 
11,668,260/., — an amount beyond any that the 
Bank had ever before possessed, — should be con- 
sidered as resulting from a depreciation of Bank 
paper; the trifling increase of notes, up to the 
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time of the utmost rise, having been in a very small 

Eroportion to the bullion purchased ? Or could it 
e said, that the existence of the Bank restriction 
in this country deranged the currency of France, 
and compelled her to import very large quantities 
of com, and to send gold hither in payment for the 
wheat and flour shipped thither from hence at a 
cost exceeding 115.9. per quarter? 

In truth, the actual state of the case was an inver- 
sion of the received hypothesis, namely, that, by the 
export from this country of the gold which was not 
necessary for our circulation, we diminished the value 
of gold abroad. In the present instance, as France 
sent her gold in payment to this country, and could 
not replace it with paper, she cannot have had 
more money, nor consequently a diminished value 
of her currency, so as to account for the prices of 
com being higher there than here. Besides, in 
what sense could it by possibility be contended, 
that it was in consequence of the currency of France 
having been deranged by alterations in our cur- 
rency, that, having exported com in 1814 and 1815, 
she required a large importation in 1816 and 1817 ? 
The quantity of wheat imported into France, between 
the summer of 1816 and the spring of 1818, was 
no less than 1,935,566 quarters. In short, turn the 
theory which ascribes the rise of com in 1816 and 
1817 to the local influence of our currency in every 
way possible, consistently with the facts, and it will 
be found to fail wholly and in all its parts. 



Section 6. — Fall of Prices of Corn in this Country 
and in France in the Sufmner of 1817 9 and the 
State of the Corn Trade till the Close qjT 1818. 

Immediately after the middle of June, I8I7, 
the weather, both in France and in this country, 
became fine and favourable in the highest degree 
to the growing crops, so that, from having a back- 

c 2 
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ward and sickly appearance, tliey became luxuriant 
and promising. Prices consequently declined in 
both countries ; but in France more rapidly than 
here, because the French government, as soon as 
it was relieved from its apprehensions for the 
coming harvest, let out its stores of warehoused 
com, and thus added to the natural causes of de- 
pression of the markets. Accordingly, the fall in 
the Paris markets, between June and September, 
I8I7, was nearly 50 per cent. \dz. from 92 fs. 
the septier (ISy*. the quarter) on the 11th of 
June, to 48 fs. (jfls. 9d.) on the 17th of Septem- 
ber. While the markets of this country, as they 
had followed the rise in France, so they Hkewise 
followed the fall : the highest price was on the 
14th of June, when wheat, in Mark-lane, sold as 
high as 135*. ; and the Gazette averages for grain 
at the end of June, I8I7, were, for 

Wheat - - 111*. 6fi?. 

Barley - - 55s. 4fd. 

Oats - . 39*. 3d. 

On the 27th of September the price in Mark- 
lane was as low as J4fS. 4c?. ; and the average for 
the month of September was 77^« 7^- 

Of the produce of the crops of I8I7, various 
estimates were made, the prevailing opinion being 
that they were somewhat deficient. The weather, 
with the exception of some brilliant and very hot 
days in June and the beginning of July, till harvest, 
was wet and unfavourable, and the harvest itself 
was late ; but the weather cleared up in the last 
few days of August, and it continued favourable 
through a great part of September. The prices, 
in consequence, then fell, as we have seen, and the 
fall of the averages was sufficient to close the ports 
in November of that year. But as the weather, 
during the greater part of the harvesting, though 
favourable in the main, was calm and foggy, with 
only short intervals in the day, of brilliant sun- 
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shine, and as the rains again set in before the 
harvest was fully completed, the samples of new 
wheat, when brought to market, were found to be 
damp and cold, and unfit for immediate use. 
There being at the same time very little old corn 
of good quality remaining, the few samples of the 
new, which were fit for use, were in great demand, 
and fetched high prices. The ports opened again 
in February following : and as the surplus of the 
old stock, at the harvest of 1816, had prevented 
prices from rising so much as, upon such a scarcity, 
they otherwise would have done ; so the want or a 
surplus after so bad a harvest as that of 1816, pre- 
vented so great a fall of prices as might otherwise 
have been the consequence of a crop so little, if 
at all, below an average, as that of I8I7. The 
averages at the close of I8I7 were, for 

Wheat . - - 85s. 4^d. 

Barley . - . 45^9. lid. 

Oats . . . 27*. 10c?. 

The season of 1818 was of an extraordinary 
character, and in some respects a contrast in the 
extreme to that of 1816. After a rather wet 
spring, dry weather commenced about the middle 
of May, and continued almost uninterruptedly, 
throughout the country south of the Trent, till 
the middle of September. * This drought of four 

* Mr. Joseph Sandars, of Liverpool, has obligingly communi- 
cated to me a description of the season of 1818, from a memo- 
randum book, in \vhich he had, at the time of its occurrence, 
recorded his observations on it with reference to the corn 
trade, with which he was and is extensively connected. The 
following is an extract from it, which, with his permission, 
I insert: — 

" The harvest of 1818 was rather a singular one ; the in- 
tensely hot and dry weather caused reaping to commence in 
July in the southern counties. Wheat was computed to be an 
average crop; but oats, barley, beans, and peas were supposed 
to be more than one half deficient. Beans were not one fourth 
of a crop. In the beginning of September there was neither 

C 3 
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months* continuance, was more severe than any 
that had been experienced in this country since 
1794. Apprehensions were in consequence enter- 
tained of stunted crops of every description of 
vegetation. Hay got up to 9^. and 10/. the load. 
Beans, peas, turnips, and potatoes were supposed 
to have totally failed. It was on the ground of 
anticipations of scarcity, in consequence of this 
character of the season, that British com was 
bought freely on speculation, and that many farmers 
were induced to hold back their stocks : many per- 
sons, likewise, importers as well as dealers and 
farmers, reasoned erroneously on the operation of 
the com laws, and supposed that, when once the 
ports were shut, having the monopoly of the home 
market, they would be secure of obtaining, at 
worst, within a trifle of the opening price of 80^. 

When, however, towards the latter part of 1818, 
the importation of foreign wheat was found be so 
large, amounting, as it did, by the end of the year, 
to upwards of one million five hundred thousand 
quarters, and at the same time the yield of our own 
crop was reported to be better than, from the small- 
ness of the bulk of straw, had been expected, the 
markets for this description of corn gave way ; the 



grass nor turnips, and very few potatoes. In the south, it was 
computed that potatoes would not be one fourth of a crop. 
About the first week of September some rain fell, and suddenly 
the face of the country was changed ; the fields, which had 
been perfectly white and brown, became green. Potatoes grew 
very fast. Turnips sprang up where none had appeared ; and 
even spring corn began to come up. Great preparations had, 
however, been made to ward off famine. Immense quantities 
of barley, oats, and rye came from the Baltic ; large quantities 
of Indian corn from America; and beans and Indian corn from 
Italy and Egypt. Hay came from New York, and barley from 
Constantinople. In October, oats were worth 5s, to 5s, *Sd. per 
bushel of 45 lb. ; barley, Ss. to lOs. per bushel of 60 lb. ; wheat, 
I2s. to 12f. 9d, per bushel of 70 lb.; beans, 70^. to SOs, per 
quarter. The winter, however, was the mildest ever known, 
and there was plenty of grass all winter." 
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average price at the close of 1818 being 78*. lOd. 
per quarter. But, while wheat had thus fallen, 
although still at a scarcity price, all other descrip- 
tions of grain were considerably higher at the close 
of 1818 than they had been at the close of 1817: 
for instance — 

Dec. 1818. 

63*. 6rf. 
35s. Id. 
76s. Od. 
70s. Od. 

It is clear, therefore, that the relative prices 
were under the influence of the season, and that 
they were indicative of a general deficiency of 
produce ; a circumstance which is to be specially 
borne in mind, when the subsequent fall of prices 
comes under consideration. 





Dec. 1817. 


Barley 


45*. lid. 


Oats 


27*. lOrf. 


Beans 


54*. lOd. 


Peas 


52s. lid. 



Section 7. — Prices of Cmnmodities from 1816 to 

the Close of 1818. 

The commonly received notion of the rise of 
prices, which is imputed to the temporary abandon- 
ment, in 1816, of the supposed preparations for 
cash payments, is, that the rise was a nearly simul- 
taneous one, not only of wheat, but of most other 
articles, immediately following a great enlargement 
of the Bank issues. The impression to this effect 
is, however, altogether errbneous. The rise in 
the price of wheat, it has been seen, began early in 
18 16, and reached, by the end of that year, nearly 
its greatest height; the only advance after that 
time being confined to a very short period in the 
following spring, under the influence of a foreign 
demand. But in most other articles, the greatest 
depression of markets prevailed throughout the 
greater part of 1816, and many, indeed most, 

c 4 
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articles were falling, while the prices of provisions 
were rising. It was not till towards the close of 
1816 that many important articles of consumption, 
which had been greatly depressed, experienced an 
improved demand with an evident tendency to 
higher prices. Tiie very low prices of 1815 and 
1816 had induced a greatly increased consump- 
tion. The stocks of importers, dealers, and ma- 
nufacturers had become greatly reduced ; and a 
general confidence began to prevail among the 
best informed persons in the several branches of 
trade, that prices had, for that period, seen their 
lowest, inasmuch as the stock in hand of most of 
the leading articles had become manifestly be- 
low the average rate of consumption. 

The causes of the falling off' of supply were various. 
The following may be enumerated as some among 
them. The discouragement and despondency con- 
sequent on the great fall of prices in the interval 
between 1813 and 1816, had induced a general 
disinclination in 1816 to embark to the accustomed 
extent in fresh importations. But this state of 
depression and despondency, which would of itself 
have led to diminished suppHes in 1816, happened 
to coincide with a very unpropitious season, 
which occasioned a great deficiency of many de- 
scriptions of produce besides corn, not only in this 
country, but over a great part of Europe. The in- 
clemency of the season occasioned a failure of the 
vintage in France, and of the crops of silk and oil in 
Italy, besides directly or indirectly affecting flax, tal- 
low, wool, hops, and numerous other articles. There 
occurred about the same time a nearly total failure 
of the whale fishery. Accordingly, the scarcity 
was very general. There are, indeed, no instances, 
except those of 1808 and 1811, of a scarcity or 
falling off' so great and so general, of imported 
commodities, as in 1816 and I8I7. The falling 
off^ of the importations of 1816, compared with 
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those of 1814 and 1815, is, indeed, quite striking, 
as will appear by the following statement : — 







Imports into Great Britain. 






Yean. 


Silk. 


Wool. 


Cofffee. 


Hemp. 


Tallow. 


Flax. 


Linaecd. 


1814 
1815 
1816* 


lb. 

2,280,223 
1,800,333 
1,137,922 


lb. 

15,712,517 

14,991,713 

8,117,864 


Cwt. 
1,029,556 
815,440 
499,075 


Tons. 
27,264 

36,575 
18,473 


Tonf. 
29,445 
32,082 
20,858 


Tonf. 
26,238 
17,550 
12,371 


Buah. 
1,364,959 
766,983 
567,138 



Such a falling off of supply was naturally calcu- 
lated to attract attention during the progress of 
the importations ; and when these were ascertained 
to be deficient in so great a degree, a general dis- 
position among dealers to lay in stocks became 
evident : such a state of things is usually the pre- 
cursor of a spirit of speculation. This, therefore, 
although not yet developed at the close of 1816, 
was then on the eve of displaying itself, and the 
full effect was exhibited in the great rise of prices, 
which took place in 1817 and in 1818, of some of 
the articles of which there was so marked a defici- 
ency of supply. The most striking instances of 
advance were silks, coffee, tallow, linseed, and oils, 
which, in the course of 1817 and 1818, experienced 
a rise of 50 to 100 per cent, from their lowest 
point of previous depression. With the ex- 
ception of coffee, the articles which were most 
distinctly the subjects of speculation, were those 
of which the scarcity was attributable to the effects 
of the extreme of wet in 1816, and of drought in 
1818. This was particularly the case with linseed, 
tallow, and spring corn. And the price of oils 
advanced, not only from the same general cause, 
but also from the failure, in the two successive 
seasons of 1816 and 1817, of the northern whale 
fishery. 

In 1815 and the early part of 1816, the exports 

• Of cotton there was no falling off in the import, and no 
advance, worth mentioning, of the price. 
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from this country had been made with great for- 
bearance and prudence, because almost every class 
of merchants was at that time suffering from the 
effects of the too great eagerness of adventure of the 
two preceding years : this general forbearance was, 
of course, attended by a large profit to those who 
adventured ; and the consequence of the favour- 
able result of shipments on a small scale was, as 
usual on such occasions, not only that the houses 
regularly in the trade extended their shipments, 
but that fresh adventurers embarked in them to a 
considerable extent. 

Under these circumstances, all indicating re- 
vived confidence, there arose mevitably a tend- 
ency to speculation ; and it is quite clear, that 
there must, in consequence, have been an advance 
of prices, and a considerable enlargement of the 
circulation, through the medium of private paper, 
and of transactions on credit, independently of 
any increase of the Bank issues. 

The extraordinary character of the season of 
1818 has already been noticed, as having given 
rise to extensive speculations on the apprehended 
scarcity of several descriptions of produce, such 
as spring corn and the leguminous tribes, which 
were supposed to be irretrievably destroyed by the 
great drought, which prevailed from May till the 
middle of September of that year. This circum- 
stance is to be borne in mind, as contributing, with 
the deficiency of imported produce, greatly to 
extend the sphere of speculation. Accordingly 
there prevailed, during a part of 1817 and a part 
of 1818, that sort of excitement which charac- 
terises periods of speculation. And that period 
is, therefore, referred to by the partisans of de- 
preciation, as one of great prosperity, produced 
simply, as they assert, by an extension of the paper 
circulation, which alone had caused that rise of 
prises. A state of prosperity, it doubtless was, 
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as long as it lasted, to those who were gain- 
ing, or appeared to be gaining, by the nsing 
markets ; but, to the bulk of the population, those 
rising markets were the occasion or privation and 
suffering : witness the disturbed state of the popu- 
lation at that time. And with regard to the degree 
in which that prosperity, as it is called, arose out of 
the state of the Bank circulation, we shall, in the 
next few pages, have occasion to see how little found- 
ation there is for the imputed connection between 
the Bank issues, or the circulation generally, with 
the high prices of 1817 and 1818, in the relation of 
cause and effect. In the mean time it is to be ob- 
served, that the causes of casual scarcity of supply, 
which, as has been seen, had been the occasion of 
the high prices, had ceased to operate, and a 
change was thenceforward in progress, tending 
to the restoration of abundance, and to the con- 
sequent subsidence of prices. This tendency had 
already become manifest in most articles, at the 
close of 1818. But as the extent of the increased 
importations of 1818, both of com and of other ar- 
ticles of consumption, was not ascertained, nor 
its full effect appreciated, till the commencement 
of 1819, a statement of them, and of the conse- 
quences which they were calculated to produce, 
and did produce, will be reserved for consideration 
in the next epocha. Suffice it here to say, in gene- 
ral terms, and in anticipation of the comparative 
statement which will appear at the commencement 
of the ensuing epocha, that the importations, which 
were in progress at the close of 1818, were, with 
reference to the previous state of markets and of 
prices, of overwhelming magnitudey and such as 
must, under a uniform state of the currency, in- 
evitably have entailed very great depression of 
prices. 
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Section 8. — State of the Circulation from 1814 

to 1818. 

Having thus seen how fully the variations in the 
prices of corn and of other com medi ties, in the 
interval which has passed under review, namely, 
from the commencement of 1814 to the close of 
1818, admit of being accounted for by circum- 
stances affecting the supply and demand, without 
reference to the circulation, we shall proceed to 
take a survey of the manner in which the issues 
of the Bank were regulated, in order to be enabled 
to judge how far they may be inferred to have ex- 
ercised a direct influence on prices. 

The position of the Bank of England, on the 
28th of February, 1814, was — 

Circulation. £ Securities. £ 

Notes of 5/. and upwards 16,455.540 Public 23,630,317 
Under 5L - - 8,345,540 Private 18,359,593 



24,801,080 41,989,810 

Deposits - - 12,455,460 Bullion 2,204,430 



Liabilities 37,256,540 Assets 44,194,340 

The price of gold was at that time 51. 8.v., of 
standard silver 6.v. ll^rf. ; the exchange on Ham- 
burg 29«v., and on Paris 21 fs — It is perfectly clear, 
therefore, that, with tlie exchanges in that state, 
if the Bank had at that time been called upon to 
make immediate preparations for cash payments, 
that amount of paper could not have been retained 
in circulation. A great and violent contraction 
of its issues must have been resorted to. And 
the effect of the contraction would have been to 
have accelerated the fall, w^hich was already in 
progress, of the prices of corn and of other Euro- 
pean produce, and to have terminated more abruptly 
the speculations which were then going forward 
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in exportable commodities. But the contraction 
would have been rendered necessary ; not because 
the amount existing was greater than could have 
been maintained in a convertible state of the 
paper, provided that there had been no extraordi- 
nary foreign expenditure pressing upon the ex- 
changes ; but that the foreign expenditure then 
going forward, was on so enormous a scale, as could 
only be counteracted, and that perhaps not effec- 
tually, by the utmost practicable reduction of the 
issues. It may, indeed, be argued, that, as the 
Continent had ceased to be shut against us, and 
as the exports were so large at the close of 1813, 
and the early part of 1814, they should have gone 
a considerable way towards answering the demands 
for foreign payment. And so they did to a great 
extent, but not far enough ; for, in the first place, 
a large proportion of the exports on that occasion 
were speculative; for account of the shippers on 
this side, and, therefore, did not bring immediate 
returns; and, in the next place, the concluding 
efforts of this country, in pecuniary aid to the allied 
armies in the North of Europe, and in the pay 
of our own armies, and fleets, and transports in the 
South of Europe, and in winding up the arrears of 
the commissariat accounts, were, in a financial 
point of view, of a magnitude that is almost pass- 
ing belief. The importations of com were at the 
same time considerable. The extra foreign ex- 
penditure, under these two heads, was — 

18i3. Government expenditure j^21,817,313 
Corn imported - 2,192,592 

£ 24,099,905 

1814. Government 26,945,027 
Corn imported 2,815,319 

29,310,346 



i£ 53,320,251 

It is to be observed, moreover, that of this 



30 PRICES AND CIRCULATION, 

enormous extra expenditure in 1814, the greater 
part was crowded into the first three or four 
months of that year. And the importations, be- 
sides those of corn, were on a greatly extended 
scale, compared with those of the two years pre- 
ceding. 

A decisive proof, however, that although the 
amount of the circulation was excessive, with re- 
ference to the maintenance of the paper on a level 
with its standard under such extraordinary circum- 
stances, it was not so when the operation of those 
circumstances had abated and eventually ceased, 
is to be derived from the fact, that, not only with- 
out any reduction of the amount of Bank notes, 
but positively in the face of an increase, the ex- 
changes rose, and the price of gold fell rapidly. The 
preliminaries of peace between the allied powers 
and France were signed in April, 1814 ; and within 
the six months following, the price of gold had 
fallen to 4/. 5s. y and the exchanges had risen to 
S3*, on Hamburgh, and to 23 fs. 30 cents, on Paris. 
The prices of commodities, too, in that intei'val, 
fell considerably. And yet, in that interval, the 
circulation of the Bank had been greatly extended, 
as will appear by the following statement of its posi- 
tion on 31st of August, 1814 : — 

Circulation. sS Securities. s€ 

Notes of 5/. and upwards 18,703,210 Public 34.,982,485 
Notes under 5L - 9,665,080 Private 13,363,475 

- ■ — 

28,368,290 48,345,960 

Deposits - 14,849,940 Bullion 2,097,680 



Liabilities 43,218,230 Assets 50,443,640 

Here, by the miserable policy of the govern- 
ment, and by the weak compliance of the Bank, 
inconsistent with the professions of the directors, — 
there being no urgent plea of state necessity, — an 
addition was made of upwards of ten millions to 
their public securities, an increase of more than 
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two millions to the circulation of notes of 51. and 
upwards, and of nearly three millions and a half, 
including notes under 51. And if these issues are 
compared with those of February, 1813, they will 
be found to have increased by upwards of five 
millions ! 

And yet, in the greater part of the innumerable 
speeches and pamphlets, to which the interminable 
controversy on the currency has given rise, the 
Bank is confidently stated, or obviously assumed, 
to have begun, in 1814, its preparations for cash 
payments ! 

But, injudicious and impolitic as was, in every 

I)oint of view, that enlargement of the Bank circu- 
ation at this time, the only effect of it seems to 
have been that of arresting the improvement of 
the exchanges, and the further fall in the price of 
gold. If, therefore, notwithstanding this ill-ad- 
vised large addition to the Bank issues, which was 
entirely in advances to government, the exchanges 
were upwards of 30 per cent, higher, and the price 
gold nearly 20 per cent, lower, than they had been, 
and the prices of corn and of all other commodities 
falling, the presumption is the strongest possible, 
that, had the amount of the Bank circulation been 
simply confined to what it had been in February, 
1814, being a larger amount than it had ever be- 
fore attained, the value of the paper would have 
been completely restored, and bullion would have 
been flowing into the coffers of the Bank. And the 
conclusion, moreover, is hence all but irresistible, 
that, during the whole of the preceding interval of 
five years, the amount of the circulation, such as 
it was, would not have been in excess, but for the 
extraordinary circumstances of the times, which 
necessarily created an unusual and increasing de- 
mand for and absorption of gold, and consequently 
conferred on it a greatly increased value. 

This enlargement oi the Bank issues in 1814, 
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SO much at variance witli the received notion with 
respect to that period, as being the commencement 
of preparation for cash payments, did not prevent, 
although it may possibly have broken, the fall of 
prices of corn and other commodities. The extent 
of the general fall of prices, and the circumstances 
connected with it, independently of any reference 
to the currency, have already been described ; and 
it here only remains to place in juxtaposition the 
average circulation of the Bank in the last quarter 
of 1814, and of the two preceding years, with the 
average price of wheat at the close of each of those 
years. 

The comparison will stand thus : — 

Bank notes of 5/. «n , . ^^ 
and upwards. ^J^eatinDec. 

di per Qr. 

Last quarter of 1812 - 15,647,350 - 121^. 

1813 - 10,092,590 . 73«. 

1814 . 18,502,690 - {S5s. 8rf. 

And in January, 1815, the price had further de- 
clined to 62.V. 

It is here particularly to be observed, that the 
increased issue in 1813 and 1814, coincident with 
so great a fall of prices, was through the medium 
of advances to government. 

There was in the course of 1815, a reduction of 
the Bank circulation, to the extent, however, of 
only about five hundred thousand pounds, in the 
first six months of that year, during which, as has 
been seen, there was a temporary rke of 7^. to 8*. 
in the price of wheat, under the influence of a 
speculative opinion on the probable eflTects of the 
renewal of the war on the Continent, in conse- 
quence of the return of Bonaparte from Elba. 

The event here alluded to, namely, the landing 
of Napoleon in France, had the effect of instantly 
depressing the exchanges, and raising the price of 



1814—1818. 33 

gold in an extraordinary deegre * ; and as this 
effect took place at a time, and under circum- 
stances in which it was clear, beyond the possibi- 
lity of doubt, that our internal circulation had 
undergone no corresponding alteration, it has 
served as a striking illustration in proof of the posi- 
tion, that an exchange adverse, beyond the mere 
expenses of transmission of the metals, does not 
necessarily imply a preceding increase of the quan- 
tity of money, nor consequently, in an incon- 
vertible state of the paper, a depreciation of the 
currency, in any other sense than that of a mere 
reference to its standard. After the battle of 
Waterloo the exchanges rose, and the price of gold 
fell as rapidly as they had just before tended in 
an opposite direction.! There was, in the last six 

* The exchanges which immediately previous to the intel- 
ligence of that event had been, on Hamburg - 32. 3. 

and on Paris - 22. 10. 
suddenly fell to 28f. on Hamburg, and 18 fs. 80 cs. on Paris, 
and the price of gold rose froni 4/. 9«. the ounce to 5/. 7f* 

+ The inference to be derived from this circumstance against 
the ultra doctrine of depreciation is so clearly and forcibly put 
by Mr. Blake, that justice cannot be so well done to the argu- 
ment as by here introducing the following extract from his 
work already quoted : — 

" It was the want of connection between the amount of 
Bank notes and the price of bullion, that first led me to suspect 
the accuracy of the theory, that attributed the high price of 
gold to the over issues of the Bank ; and the suspicion gave 
way to absolute conviction, upon the events that took place 
on the peace in 1814, and the return of Bonaparte from Elba 
in 1815. 

" When the war. ceased in 1814, the price of gold bullion 
was five guineas per ounce, that is nearly 30 per cent, above 
the Mint price, and it had been at that price, upon an average, 
ever since the latter end of the year 1812. From May, 1814, 
it fell gradually, and was at 4/. 9;. per ounce before the follow- 
ing March, the exchange experiencing, pari passuy a corres- 
ponding improvement: on the arrival of the news of Bonaparte's 
landing in France from Elba, the exchange varied at once 10 
per cent, and continued falling, whilst the price of gold 
mounted as rapidly to 51, 6s. per ounce. All the symp. 
toms that had been considered as indicating a depreciation of 

VOL. II. D 
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months of 1815, a further reduction of the B^nk 
circulation ; but still leaving the amount higher 
than it had been in 1813, and in the first six months 
of 1814s. 



the currency, previously to the peace of ISli-, immediatelj 
manifested themselves, and continued during the one hundred 
days of Bonaparte's power. The battle of Waterloo again put 
an end to the war, and, from that moment the exchange gra- 
dually recovered. The price of gold fell back proportionably, 
and in the course of the following year was at S/. l8«. 6d, per 
ounce, that is, within 7id, of the Mint price. 

«« During the whole of this period there was but little Tari- 
ation in the Bank issues, the numerical account of the notes, 
ki the beginning of 1814*, and the end of 1815, being about 
twenty-five millions. They had been, at one time, in the course 
of two years, as high as twenty -eight millions ; but^ by a pervert 
sity most unfortunate for the theory of depreciation, the issues 
of notes were continually augmenting, whilst the exchanges 
were improving, and the price of gold falling : these events 
speak volumes. In the midst of peace, when all the symptoms 
of depreciation were gradually subsiding, when commodities 
were selling at prices corresponding with the amount then in 
circulation, a great political event occurs, entailing the probabi- 
lity of a new war, and of a great foreign expenditure. In an 
instant, without any change in the amount of circulation, or of 
consumable produce, the exchanges fall between 20 and 30 per 
cent., and the price of gold mounts in the same proportion 
above the Mint price. This state continues for one hundred 
days, and at the expiration of that period, when the battle of 
Waterloo, and the march of the allies to Paris, put an end to 
all further expectation of a continuance of the war, the cur- 
rency still maintaining its relative proportion to commodities, 
all the movements begin to retrograde, and every thing returns 
to its former state of quiescence. 

" If the symptoms that occurred during this short interval, are 
to be considered as proofs of an alteration in the value of the 
currency, it is in vain to continue the argument* To my mind, 
they demonstrate incontestably, that the anticipation of a large 
foreign expenditure acted suddenly and powerfully on the 
exchanges, and as suddenly, through the mtervention of the 
exchanges, on the price of gold. 

*< If alterations in the amount of the currency had been the 
moving force, the price of gold, instead of rising, ought to 
have fallen. Can there be a doubt then, that in ^is case the 
gold was raised for a time above the level of the currency, and 
afterwards fell back to it ? And if in this case, why not in 
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If, therefore, the further decline, which took 
place in the price of wheat, at the close of 1815, 
viz, to 55s. 6d.. be ascribed exclusively to the 
reduction of the Bank circulation, why, with a 
much lower state of the circulation, should the 
prices in 1812 and 1813 have been so much higher? 
But in the first three months of 1816 there was 
an increase of about five hundred thousand poufids, 
compared with the preceding quarter ; and yet 
the prices of grain, including spring com, rather 
gave way ; the averages standing thus : — 

Wheat. Barley. OaU. 

1816. January 52.9. 6rf. - 24^. 8rf. - 18*. 7rf. 
February 56$. 6d. - 24*. 8rf. - 18*. 5rf. 
March 54*. 8rf. - 23*. 6d. - 17^. ^d. 

And in further proof of the absence of the im- 
puted connection, the average circulation under- 
went a small reduction in the second quarter of 
1816, while the price of wheat rose upwards of 
20*. the quarter ; thus in the three months ending 

Bank Notes of 5L Price of Wheat 

and upwards. in March, 

31 March ^17,484,520 - 54*. 8d. 

in June, 

30 June 17,311,280 - 75*. 4rf. 

But it may be, as it has been argued, that be- 
tween the last six months of 1814 and the first 
six months of 1816 the amount of the Bank issues 
formed no criterion of the amount of the circulat- 
ing medium, inasmuch as in that interval there had 
been so great a chasm in the general circulation by 
the failure of country banks, and by the other nu- 



others that occurred previously to the peace of 1814, when 
the same disturbed forces were in action ? 

^' This fact alone throws all the onus probandi on the advo- 
cates for depreciation." p. 21. 

D 2 
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merous failures, and the consequent commercial 
discredit, as was very inadequately supplied by the 
increase which had taken place in the Bank circu- 
lation. This is very true, and there can be no 
question that the mere returns of the Bank circu- 
lation do not at all times furnish a criterion of the 
relative amount of the circulating medium. But 
if this be so, what becomes of the innumerable 
statements which implicitly proceed upon the as- 
sumption that the Bank issues did furnish such 
criterion ? And what is of more importance in the 
argument, what becomes of the assertion, that the 
Bank contracted its circulation in the interval above 
alluded to, in preparation for cash payments^ and 
that it was the contraction of the Bank circulation 
that caused the failures of the country banks, and 
the general discredit which prevailed at that time ? 
assumptions to this effect being essential to the 
currency theory. 

It is quite clear that so great a fall of prices as 
took place between 1813 and 1816 could not fail 
of producing failures and general discredit, and a 
great reduction of the credit part of the circulation. 
But it is a fact susceptible of the fullest proofs, 
that prices fell before any reduction of the circu- 
lation of the country banks had taken place. The 
reduction of that part of the circulating medium 
was an inevitable consequence, and not the cause 
of the fall of prices ; as the previous growth of it had 
been the consequence of the tendency of markets 
from causes distinctly affecting the supply and de- 
mand to a rise of prices, so a contraction ne- 
cessarily followed the fall of prices. As there had 
been an expansion * to admit of the operation of 

♦ As the state of bullion prices in this country in 1816, and 
the earlier part of 1817) was below its usual level, compared with 
other countries ; if there had been no expansion of credit, there 
must have been a still greater influx of bullion than that which 
occurred, great as it was, at the period above-mentioned. 
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the elevating causes, there was necessarily a collapse 
upon the occurrence of those of an opposite tend* 
ency. The extraordinary circumstances prevailin| 
in the interval from 1811 to 1814 were calculates 
to raise prices, and consequently to promote a 
growth 01 private paper and credit, and the change 
or simply the withdrawal of the operation of those 
causes between 1814 and 1816, was naturally fol- 
by a cessation and removal of that excrescent 
growth.* But as the upward tendency of prices, 
and the consequent extended use of credit impart 
the appearance of prosperity to the period in which 
they prevail, so is the opposite state of falling 
prices and collapsing credit invariably character- 
ised as one of adversity and distress : and in the 
interval here alluded to, the fall (and a great fall 
it was) of prices, having extended to nearly all 
descriptions of produce, the distress was great in 
degree, and very widely spread.! 

It may be doubted, however, whether, with the 
exception of the agricultural classes, the distresses 

• The great destruction of country paper, and the consequent 
reduction of the circulating medium, as having origiruUed in the 
previous fall of prices of agricultural produce, was noticed by 
Mr. Horner on his motion in the House of Commons respecting 
cash payments, on May 1. 1816) in the following terms : — 

'< From inquiries which he had made, and from Uie accounts 
on the table, he was convinced that a greater and more sudden 
reduction of the circulating medium had never taken place in 
any country, than had taken place in this country, with the 
exception of those reductions which had happened in France, 
after the Mississippi scheme, and afler the destruction of the 
assignats. He should not go into the question how this reduc- 
tion had been effected, though it was a very curious one, and 
abounded in illustration of the principles which had been so 
much disputed in that House. The reduction of the currency 
had originated in the previous fall of the prices of agricultural 
produce. This fall had produced a destruction of the country 
bank paper to an extent which would not have been thought 
possible without more ruin than had ensued." 

f It is to be specially observed that the greater part of the 
rise in the price of corn in 1816, took place during the severest 
pressure of both agricultural and commercial distress. 

D 3 
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consequent on the great fall of prices, and the 
commercial discredit, were so great between 1814 
and 1816, as they had been between 1810 and 
1812. In as far as the number of commissions of 
bankruptcy can be considered as any criterion, 
those issued in 1810 to 1812, indicate a greater 
number of failures than in 1814 to 1816. The 
comparison stands thus : — 





Number of Commissions 


Against Bankers 






in each year. 


in each year. 


1810, 


• 


2314 


26 


1811, 


- 


2500 


4 


1812, 


- 


2228 


17 






7042 


— 47 


1814, 


. 


1612 


29 


1815, 


- 


2284 


26 


1816, 


- 


2731 


37 




• 


6627 


— 92 



The greater number of commissions against 
bankers, chiefly country bankers, in the latter period, 
may be naturally accounted for by the circum- 
stance, that although in the former interval there 
had been considerable losses among the agricul- 
turists, and in the corn trade, they bore but a small 
J)roportion to the losses sustained by these in the 
atter period, and as a large part of the advances 
by country bankers at that time was upon farming 
stock, and upon the personal security of farmers 
and cattle dealers, the more extensive failure of 
these would entail that of an increased number of 
the country bankers. 

But the most important consideration arising out 
of the comparison of the two periods is, that it 
tends to throw additional light on the question of 
the degree of influence to be ascribed to the circu- 
lation of the Bank of England in producing the 
distress that prevailed from 1814 to 1816. 

There is so great a similarity of the state of the 
circulation and of credit between those two periods, 
and the inferences resulting from that similarity are 
so important, that it may be worth while to notice 
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some of the most striking features of resemblance, 
more especially as the partisans both of the agri- 
cultural claims, and of the doctrine of depreciation, 
refer to the period between 1808 and 1814, as being 
one of transcendent and uninterrupted prosperity. 

In both cases the speculations in the two 

years preceding the revulsion had originated in the 

great political and commercial changes which then 

occurred, without any coincident enlargement of 

the circulation of the Bank of England. In both 

cases an increase of country bank notes, and a great 

extension of credit, appear to have attended the 

progress of the advance of prices, while the amount 

of circulation of the Bank of l^ngland was nearly 

stationary. In both cases, some enlargement of the 

Bank circulation accompanied the first fall of 

prices. In both cases a great and sudden increase 

of Bank of England notes was issued to supply the 

chasm caused in the circulation by the shock to 

general credit, from the failures consequent upon 

the sudden fall of prices. In both cases, although 

the death-blow had been struck by the first revulsion, 

the parties lingered for many months after : thus 

the number of bankruptcies on the average of 1811 

and 1812, was greater than it had been in 1810 ; 

as in 1815 and 1816 it was greater than in 1814. 

In both cases, afler the sudden enlargement of the 

Bank issues which had been made to meet the first 

great shock to credit, a part of the enlarged issues 

was withdrawn.* 

* The average of Bank notes of 5/. and upwards, was, 

Two last quarters of 1810 - - 16,974,850 
Ditto 1811 - - 15,565,315 

Decrease 1,409,535 

Two last quarters of 1814 - - 18,785,305 
Ditto 1815 - - 17,313,875 

Decrease 1,471,430 
D 4 
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From a comparison, therefore, of these two pe- 
riods so singularly analogous, it seems to be just as 
reasonable to conclude, that the great fall of prices, 
the failures of the country bankers, the state of 
commercial discredit, ana the consequent great 
contraction of the circulation at the close of 1811, 
was caused by the Bank of England and the country 
banks preparing for cash payments, as that such 
preparation was the cause of the contraction of the 
general circulation at the close of 1815, when the 
lowest point of depression of the latter period oc- 
curred. And as if in order to complete the ana- 
logy, it may be observed, that the rise of 50 per 
cent, in the price of wheat which occurred in the 
first six months of 1812, was coincident with a 
state of the Bank circulation, lower than that of 
the corresponding six months of 1811, so likewise 
there was m the first six months of 1816 a rise in 
the price of wheat of 50 per cent., coincident with 
a similar decrease of the Bank circulation, as com- 
pared with the corresponding six months of 1815.* 

And if the average of the whole twelve months of 
eacli of those years be taken, there will still appear to 
have been a decrease in 1812 and in 1816, as com- 
pared respectively with 1811 and 1815, although 
the decrease would not be quite so striking, still 

* The comparison stands thus : — 

Average of notes of 
5L and upwards. 

Two first quarters of 1811 16,185,380 
Ditto 1812 J 5,637,505 



Decrease 54'7|875 



Two first quarters of 1815 18,016,020 
Ditto J 816 17,397,900 



Decrease 620,120 



i 



1814—1818. 41 

leaving, however, the analogy between the two 
periods complete. 

But the assignment of a designed contraction of 
the circulation, as a cause of the fall of prices, and 
consequent distress in 1815 and 1816 is so material 
to the currency theory, that in order to supply the 
insufficiency of the alleged diminution of the 
amount of the circulation, the supporters of that 
theory have recourse to the very gratuitous suppo- 
sition that the mode by which the Bank notes come 
into circulation makes an important difference in 
the effects. And accordingly it is asserted that a 
reduction of the Bank advances to government, 
which took place between August 1815 and Fe- 
bruary 1816, to the amount of nearly five millions, 
must have been productive of peculiar influence 
on the value of the currency. Now, in the first 
place, the Bank directors, who were examined in 
1819, and again in 1832, were of opinion from 
their experience, that it was the amount and not 
the mode of their issue that was of importance in 
the effects on the money market* The chief ob- 
jection to have a large proportion in advances to 
government being, that it was not sufficiently 
within their control. In the next place, it might 
be shown, on general grounds, that the difference 
of the mode of issue, supposing the amount the 
same, is not calculated to produce the effect im- 



♦ Mr. Henry Thornton, on Paper Credit, p. 97^ states an 
opinion to the same effect. 

" The government is only one large borrower from the Bank ; 
the merchants are a number of similar though smaller borrowers. 
Whether therefore the Bank lent more to individuals, and less 
to government, or less to government and more to individuals, the 
effect as to the number of notes allowed to be in circulation must 
have been equal. The exchequer, after receiving notes from the 
Bank, almost as quickly pays them away, and thus sends them into 
the common circulation as the merchant does ; and it is the total 
quantity of circulating notes, and not the manner in which they 
come into circulation that is the material point." 
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puted. But a discussion of the general grounds 
would lead to an inconvenient length, and it is 
superfluous to enter upon them, because, thirdly, 
the facts of the case are quite decisive upon the 
point. If it was the part of the circulation so is- 
sued that produced the alleged great influence on 
prices, how happened it that during the fourteen 
years immediately following the Bank restriction, 
viz. till tlie close of the year 1810, the real cash 
advances to government were of smaller positive 
amount, and bore a smaller proportion to the whole 
of the circulation, than the investments by the Bank 
in government securities at any subsequent period. 
Yet in that interval of comparatively small advances 
to government occurred the phenomena of as high 
prices as any that marked the remaining term of 
the Bank restriction * ; while on the other hand 
the greatest increase of advances was coincident 
with the fall of prices in 1813 and 1814. 

The advances were — 

Wheat. 

In Aug. 1812 . - ^21,165,190 156^. 6d. 
Aug. 1813 . . 25,591,336 1125. 6d. 
Aug. 1814 . . 34,982,485 73^. Sd. 

The inference, however, apparently intended to 
be drawn from the fact of the repayment by go- 
vemment to the Bank between August 1815 and 
February following, on which so much stress is 
laid as to its influence on prices of the reduction 
of the public securities of the Bank is, that it en- 
tailed a corresponding, or at least a considerable 

* A striking instance of a very great relative reduction of the 
Bank advances to government, followed by a very great rise in 
the price of wheat m 1805, has already been noticed, but is so 
material a point as to be worth here repeating. 

Advances. Wheat. 

In August 1 804< £l 4,993,395 59s. 9d. 

Ditto 1805 11,4.13,266 98*. «. 
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reduction of issues.* But the following compara- 
tive statement of the position of the Bank in 
August 1815 and February 1816 will show that the 
total amount of the circulation was not materially 
affected by that repayment, while of 5/. notes and 
upwards it was rather larger at the latter date : — 

SI August, 1815. 
Circulation. Securities. 

Notes of SLand £ £ 

upwards 17,766,140 Public 24,194,086 

Notes under 5^ 9,48S,5SO Private 20,660,094 



27,248,670 44,854,180 

Deposits 12,696,000 Bullion 3,409,040 



Liabilities 39,944,670 Assets 48,268,220 



29 February, 1816. 

Circulation. Securities. 

Notes of 5/. and £ £ 

upwards 18,012,220 Public 19,425,780 

Notes under SUf 9,001,400 Private 23,975,530 

27,018,620 43,401,310 

Deposita 12,388,890 Bullion, 4,640,880 



Liabilities 39,402,510 Assets, 48,042,190 

f Rest 8,639,680^ 

* Extract from Mr. M. Attwood's speech in the House of 
Commons, p. 387., June 12. 1822: — 

<' The House will recollect that the question of the return to 
payments in cash by the Bank in money of the old value was 

f The reduction of the amount of small notes was probably 
compensated by the guineas which were then beginning to come 
out of private hoards ; and this circumstance will account for 
a further reduction of small notes which was thenceforward in 
progress. 

:|: The difference between the liabilities and the assets is in 
the Bank accounts termed the rest In the previous references 
which I have thus far had occasion to make to the position of 
the Bank at particular periods, I have not taken any notice of 
the rest, because it does not appear to have had any direct bear- 
ing on the points under discussion. It is here only introduced 
for the purpose of observing that the above amount is about the 
highest which it ever reached, and it was in the spring of 1816 
that an addition of 25 per cent, was made to the capital stock 
of the proprietors, out of this surplus profit^ without any further 
call. 
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But if the partisans of the currency doctrine 
have most egregiously misconceived, or at any 
rate misstated and perverted, the order of time in 
which the fall of prices and the contraction of the 
Bank circulation took place, in their account of 
the causes of the agricultural and commercial dis- 
tress which prevailed in 1815 and 1816, they have 
equally done so in their explanation of the rise of 
prices, and the renewed appearances of prosperity 
in the interval from 1816 to 1818. They contend 
that the experiment* (which is gratuitously as- 



never discussed by parliament, without that other question of 
the repayment to the Bank of its advances to government com- 
ing under consideration at the same time, as undoubtedly and 
essentially connected with it. What then was the nature of the 
connection between the resumption of cash payments by the 
Bank, and the amount of its advances to government ? It was, 
that the resumption of cash payments in money of the old 
standard required that a reduction of the amount of Bank 
notes, and an increase in their value, should be previously ef- 
fected ; and that as it was in advances to government that these 
notes had been principally issued and circulated, so the repay- 
ment of those advances afforded the most convenient and the 
only practicable mode by which they could be withdrawn ; and 
on these transactions it is, connected with this debt, and lost 
sight of altogether by the Right Honourable Gentleman, on 
which the alterations experienced since the war in the value o£ 
money do almost entirely depend ; on which the rise in the 
value of money in 1815 and 1816, and its subsequent depreci- 
ation in the two succeeding years entirely turn ; and mainly the 
second rise in the value of money commencing in 1818." 

A reference is then made to the reduction of the debt to the 
Bank, which took place between the month of August 1815 
and the month of February 1816. 

* In a further passage of the speech of Mr. Attwood, of the 12th 
of June, 1822, " It (the experiment with a view to cash payments) 
has/' he said, " been twice made. It was made in the years 1815 
and 1816. It was the cause of all the calamities, never to be for- 
gotten, which then befel the country. The fall of prices then ex- 
perienced was its necessary consequence. It was abandoned, at 
tlie commencement of 1816, by the administration, alarmed by 
the consequences of its own measures. The debt which had been 
repaid was again advanced. The money which had been with- 
drawn was again and in haste returned to the circulation. The 
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sumed to have been made of preparing for cash 
payments, by a contraction of the Bank circulation), 
was abandoned at the commencement of 1816, that 
the debt was again advanced, that the money which 
had been withdrawn was returned to the circula- 
tion, and that the prices of the war and universal 
prosperity followed it.t 



standard of the war was again restored. Tlie prices of the war 
accompanied it. The burthens of the country were seen once 
more to be no more than commensurate with its resources. All 
the difiBculties of the people ceased ; one universal scene of ge- 
neral prosperity was restored. But that prosperity had scarcely 
been established, before that fatal experiment was a second 
time commenced. It has continued to the present time ; it is 
now in process." 

<< The Right Honourable Secretary said that I should tell 
him of the failure of the country banks in 1815 and 1816, and 
account by that for the fall of prices and the rise in the value 
of money which produced effects so disastrous at that time. I 
shall be guilty of no such absurdity. I shall refer him to the 
year 181 0, when nearly as great a proportion of the country 
bankers failed as in 1815 ; and when no fall of prices * or in- 
crease in the value of money accompanied those failures." — 
'' And with respect to the fall of prices, and the rise of money 
in 1815 and 1816, I refer him to this operation before as carried 
into effect for the express purpose of lessening the quantity 
and raising the value of money, and of necessarily producing 
these effects. Will it be thought that this is ascribing too great 
importance to the effect of this last referred to operation ? It 
was in its advances to government that those notes were issued 
by the Bank, which, protected in circulation by the restriction 
billy and becoming excessive in quantity, became also depreci. 
ated in their value. It was by the repayment of those advances 
that those notes were again lessened in quantity, and their value 
raised." 

-|- How far the supposition of such a state of things as the con- 
sequence of the renewed advances by the Bank to government at 
the commencement of 1816 is consistent with facts, may be col- 



* It is not easy to imagine an attempt at the illustration of a 
theory by an assumption of facts, or of a state of things more 
remote from the truth, than is exhibited in the assertion that 
there was no fall of prices, or increase in the value of money, 
accompanying the failures in 1810. 
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The rise of prices in 1816 and 1817 is here 
expressly ascribed to the enlargement of the circu- 
lation of the Bank, and to the renewed depreciation 
of its paper, in consequence of the asserted aban- 
donment of the supposed preparation for cash pay- 
ments. And as the fall of prices subsequent to 
1818 is ascribed wholly to a contraction of the 
circulation, rendered necessary as a measure of 
renewed preparation for cash payments, it is essen- 
tial, with a view to a just conclusion, to examine 
how far, in point of fact, there was such an increase 
of the Bank circulation in amount, or in order of 
time, and such a depreciation of it as to justify the 
inference of that increase as the cause of the rise 
of the price of wheat in 1816. 

The fact is^ tluit there was no enlargement of 
the Bank circulation, either in the first six months 
of 1816, as compared with the last six months of 
1815, or in the whole twelve months of 1816, as 



lected from the following extracts of the Prince Regent's speech 
on the opening of parliament on the 28th January 1817 : — 

^< I regret to be under the necessity of informing you that 
there has been a deficiency in the produce of the revenue in the 
last year; but I trust that it is to be ascribed to temporary causes." 

'^ The distresses consequent upon the termination of a war of 
such unusual extent and duration, have been felt with greater 
or less severity throughout all the nations of Europe ; and have 
been considerably aggravated by the unfavourable state of the 
season." — <* Deeply as I lament the pressure of these evils upoD 
the country, I am sensible that they are of a nature not to ad- 
mit of an immediate remedy ; but while I observe with peculiar 
satisfaction the fortitude with which so many privations have 
been borne, and the active benevolence which has been em- 
ployed to mitigate them, I am persuaded that the great sources 
of our national prosperity are essentially unimpaired ; and I en- 
tertain a confident expectation that the native energy of the 
country will, at no distant period, surmount all the difficulties in 
which we are involved." — ** In considering our internal situation 
you will, I doubt not, feel a just indignation at the attempts 
which have been made to take advantage of the distresses of 
the country for the purpose of exciting a spirit of sedition and 
violence." 
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compared with that of the year 1815 ; and that so 
far from any indication or depreciation, the ex- 
changes rose, and the prices oi gold and silver fell 
progressively and considerably through the whole 
of 1816, while the price of wheat advanced nearly 
100 per cent. The comparison stands thus : — 

Average of Bank 
Notes of 5/. and upwards. Wheat. 

6 months, ending Dec. 1815, 17,313,875 54^. 8rf. 
Ditto, ditto, June 1816, 17,397,900 74*. Orf. 

12 months, ending Dec. 1815, 17,659,947 54*. 8rf. 
Ditto, ditto, Dec. 1816, 17,582,937 103*. 7rf. 

But as this comparison does not answer the pur- 
pose of the theory, the year 1817 is especially fixed 
upon as that in which the increase of Bank notes 
accounts for the rise, and with which the asserted 
contraction subsequently is compared, in order to 
bring out the conclusion of its paramount influence 
on prices. 

There was indeed a marked increase of the Bank 
issues in 1817, and as there was during a part of 
that year a further rise in the price of wheat, that 
enlargement of the circulation lias the credit of the 
whole of the advance of prices subsequent to the 
close of 1815. Accordingly there being^r a very 
short time in 1817, an enlargement of the Bank 
circulation to 30 millions, including notes under 
5/., that amount is commonly taken as the standard 
up to which prices are considered to have been 
rising, and^rom which they are said to have been 
falling.* 

• In many, if not in most, of the instances in which state- 
ments have been put forward of the amount of the Bank issues^ 
during and subsequent to the restriction, the notes under 51, 
are included, without any reference to the circumstance that 
the withdrawal of these was attended with a substitution of at 
hast an equal amount of sovereigns. 
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But how stands the fact ? The price of wheat, 
which was stationary, or, if any thing, rather de- 
cHning, in the first quarter of I8I7, experienced a 
sudden advance, from an extraordinary deinaridfor 
exportation to France^ in May and the early part 
of June. If therefore the comparison be confined, 
as in strictness it ought to be (with reference to 
the argument built on the enlarged issue to the 
amount of 30 millions in that year), to the precise 
dates of the issue, with the price of wheat, it would 
stand thus : — 

Bank Notes, including Price of 
those under 51. Wheat. 

June 7. to 14. I8I7. .€26,450,000 112s. 

July 12. to Aug. 26. I8I7. 30,700,000 86^. 

The price further fell in September to 74^* 
If the average of the six months ending in June 
I8I7, be taken with reference to the corresponding 
period of the two preceding years, the comparison 
will stand thus : — 

January to June, 1815, ^27,155,814 
Ditto, ditto, 1816, 26,468,283 
Ditto, ditto, 1817, 27,339,768 

showing an increase not worth mentioning, as 
compared with 1815, and inconsiderable as com- 
pared with I8I6. But the principal increase was 
in the last six months of I8I7, the amount being 
29,210,035, or nearly two millions beyond that of 
the preceding six months. And yet this augment' 
ation of issues was accompanied by a fall of nearly 
40.9. in the price. 

If the increase in the last six months, compared 
with that in the first half of I8I7, be taken upon 
the notes of 5 1, and upwards, it will appear to be 
greater than if the small notes be included; thus: — 

Wheat. 

Jan. to June I8I7 ^19,272,890 June 112s. 
July to Dec. — 21,342,610 Dec. 85^. 
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But as it has been seen that the increased issue 
did not prevent the fall, so it will appear, that when 
the circulation was reduced in the first six months 
of 1818, the reduction was accompanied by a rise 
in the price of wheat ; for instance, 

£ Wheat. 

July to Dec. 1817, 2\,S^%6\0 80*. to 84*. Nov. and Dec. 
Jan. to June, 1818, 20,535^415 84^. to 87*. May and June. 

And, although there was a further reduction of 
the circulation hi the last six months of 1818, it 
was still considerably higher than it had been in the 
corresponding six months of 1816 ; thus, 

£ Wheat. 

July to Dec. 1816, 17,718,975 Dec. 103*. 6rf. pr. Qr. 

July to Dec. 1818, 18,939,740 — 80*. 8</. 

The task of going through these instances of 
discrepancy has been tedious and irksome, but ab- 
solutely necessary, in order to prove the utter 
groundlessness, as far at least as relates to corn, of 
the assertions so confidently made, that the rise of 
prices was caused by the abandonment in 1816 of 
the preparations for cash payment, and by the con- 
sequent enlargement of the circulation. 

There may still however be a question, with re- 
ference to the increased issues of the Bank in I8I7 
and 1818, how far there is reason to believe that 
the regulation of the issues materially differed on 
that occasion from what it would have been if the 
paper had then been convertible ; for in that degree 
only could it be inferred, that prices, if they were 
materially influenced by the currency, were so in 
consequence of the restriction, differently from 
what they would have been under cash payments. 

The principal increase which took place in the cir- 
culation, was from August, I8I6, to August, 1817; 
and the relative position of the Bank on thQ 

VOL. II. E 
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31st August in each of those two years as fol- 
lows : — 

Liabilities. 
Circulation. Deposits. Total. 

Aug. 3L 1816, ^£'26,758,720 11,856,380 38,615,300 

— 1817, 29,543,780 9,084,590 38,628,370 

Assets. 

Securities. Bullion. Total. 

Aug. 31. 1816, i^37,279,5K) 7,562,780 44,842,320 

— 1817, 32,605,630 11,668,260 44,273,870 

It hence appears, that there was no increase of 
the liabilities, the diminution of the deposits almost 
exactly compensating the increase of the circula- 
tion. But tne more immediate object of this com- 
parative statement is to show that the augmentation 
of the circulation was, between August, 1810, and 
August, 1817> not nearly commensurate with the in- 
crease of bullion.* Supposing, therefore, that, from 
a wish to keep down the numerical amount of cir- 
culation, the Bank had refused to buy gold at any 
price, and supposing the mint at the same time to 
have been open to the public, so as to have returned 
it immediately in coin, the gold might, and pro- 
bably would, have been taken to the mint, and the 
same amount would have been added to the circu- 
lation in the shape of sovereigns, with the same 
effect on the money market and on prices as ac- 
tually occurred, although the amount of Banknotes 
would have been diminished rather than increased, 
as compared with 1815, or the commencement of 
181G. 

It is quite clear, from this statement, tJiat the 
value of the paper had been virtually restored, and 
that the Bank was in 1817 in a position looking only 
to the amount of its treasure relatively to its circula- 
tion, extended as this was, to resume cash payments. 
And the directors, so far from taking advantage of 
the prolonged term of the restriction, were adopt- 

* The aniouDt of bullion reached its maximum on the 11th 
of Oct. 1817, being then 11,914,000/. 
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ing measures for anticipating it ; for in the months 
of April and September, 1817, they actually under- 
took by public notice to pay, and did pay, a large 
proportion of their notes in coin.* Instead there- 
fore of their preparation for cash payments having 
been, as is stated, the cause of their contracting 
their issues, the only preparation which they did 
make in the interval between 1814 and the termi- 
nation of 1817f was actually accompanied by an 
extension of the circulation ; an extension how- 
ever which would equally have been made accord- 
ing to their ordinary rules, if they had been paying 
in cash, seeing that the extension was only against 
a corresponding increase of their treasure, which 
had become very considerable. 

But although, looking only to the actual position 
of the Bank, the amount of its issues in I8I7 might 
appear to be justified, and was not greater than it 
would have been according to the ordinary rules or 
routine of the Bank, if it had then been paying in 
specie, the directors neglected, according to their 
system, to attend to the " signs of the times,** to 
the indications as soon as they became manifest, of 
circumstances in progress which would inevitably 
create a drain on their treasure. The circumstances 
here alluded to were the negotiations then noto- 
riously going forward for loans to a very large 
amount to France, and some of the other conti- 
nental states. This wa^ surely an occasion for 
vigilance and caution, more especially as the ex- 
changes, early in I8I7, manifested a decided ten- 
dency to fall, and the prices of gold and silver to 
rise. Of all other measures to have been avoided, 
under such circumstances, should have been that 
of contributing to reduce the rate of interest in 
this country, such reduction being calculated pe- 

* It was computed that in pursuance of these notices thfi 
Bank had paid upwards of five millions of gold. 

E 2 
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culiarly to favour those operations. And yet it 
was just at such a time that the government, by a 
very shortsighted policy, with the co-operation of 
the Bank, reduced the rate of interest on ex- 
chequer bills. This was the very reverse of the 
policy which both the government and the Bank 
ought to have adopted. The government ought 
to have taken the opportunity of the comparatively 
high price of stocks m the summer of 1817, to have 
diminished instead of increasing the unfunded debt; 
and the Bank, instead of extending its advances 
upon exchequer bills, at a reduced interest, ought, 
with a view to counteract the effect, which would 
otherwise be inevitable, of the tendency of British 
capital to investment in foreign loans, not only not 
to have extended its advances, but to have dimi- 
nished its existing securities. By the earlier rise 
of the rate of interest which would have attended 
such measures, the disposition to investment in 
foreign loans would have been abated ; the further 
decline of the exchanges might have been pre- 
vented ; a good deal of the overtrading checked ; 
the necessity for applying to parliament in February, 
1819, for a prolongation of the restriction might 
have been avoided ; and the question of the oper- 
ation of PeePs bill would never have arisen. But 
the Bank directors of that time, in neglecting such 
precaution, and on the contrary in creating facilities 
for the foreign financial operations, and for the 
various speculations then in progress, were not 
more to blame than those of a subsequent and more 
enlightened period, who committed precisely the 
same error. 

The material point however to be considered 
with reference to the immediate question is, that 
the value of the currency had been restored in the 
first six months of 181 7, consistently with an en- 
largement of the Bank issues, as compared with 
any former period, thus proving that the previous 
depression of the exchanges, and the consequent 



1814—1818. 53 

high price of gold, had been reasonably accounted 
for by the extraordinary amount of the foreign 
expenditure arising out of the war, without sup- 
posing any depreciation, except in as far as the 
paper had not adhered to the increased value of 
the gold. 

We have now to see that a fresh set of dis- 
turbing causes operated in a depression of the 
exchanges, between the latter part of 1817 and 
the commencement of 1819, coincidently with a 
diminution of the circulation. Foremost among 
these causes doubtless were the large loans nego- 
tiated for the French and Russian governments, 
the high rate of interest granted by them, and the 
comparatively low rate in this country, holding out 
a great inducement for the transmission of British 
capital to the Continent. The importations of corn 
in the latter part of 1817, and through the whole 
of 1818, were on a large scale, and at high prices, 
our ports being then open without duty. And 
there was at the same time, as has before been 
noticed, a very great increase of our general im- 
ports ; while a great part of the exports of 1817 
and 1818 were speculative, and on long credits, the 
returns for which therefore would not be forth- 
coming till 1819 and 1820. Under these circum- 
stances it is rather matter of surprise that the ex- 
changes were not more depressed, than that they 
were so much depressed in 1818. 

But the diminution of the circulation which ac- 
companied the fall of the exchanges in 1818, was 
not, as has been so commonly imagined and so 
gratuitously asserted, the effect of design on the 
part of the Bank directors, with a view either to 
counteract the fall of the exchanges or to prepare 
for cash payments. Mr. Harman, in his evidence 
before the Lords* Committee on cash payments, in 
1819, p. 217., in answer to the question, " Did 
the Bank, during any part of that period (1818), 

E 3 
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on perceiving that these large demands were made 
upon them for exportation, deem it necessary to 
make any effort for counteracting that drain of their 
treasure previously accumulated, by any reduction 
of the issues of their paper ?'* replied, " No ; we 
did not make any reduction, with a view of check- 
ing the export of gold and silver." The directors, 
as they repeatedly declared in and out of parliament, 
and as the facts fully show, continued to regulate 
their issues exactly as they had done throughout 
the period of the restriction.* 

As the increase of Bank notes in 1817 liad 
been simply against, but short of, the amount of 
bullion coming in, so the diminution of notes in 
1818, was merely against, but not equal to, the 
amount of bullion going out. This will appear by 
the following comparative statement of the position 
of the Bank in February and August, 1818. 

Liabilities. 
Circulation. Deposits. Total. 

Feb. 28. 1818, ^27,770,970 7,997,550 35,768,520 
Aug. 31. 1818, 26,202, 1 50 7,927,730 34-, 1 29,880 

Assets. 
Securities. Bullion. Total. 

Feb. 28. 1818, ^30,905,330 10,055,460 40,960,790 
Aug. 31.1818, 32,370,760 6,363,160 38,733,920 

It will be observed, that the securities had been 
increased by nearly 1,500,000/. in August, as com- 
pared with February, 1818. There was between 
August, 1818, and February, 1819, a repayment by 

* Of the inefficacy of any regulation of their issues upon the 
exchanges, the directors recorded their conviction as late as 
1819, when, in a resolution of the 25th of March, they state, 
" This Court cannot refrain from adverting to an opinion, strongly 
insisted on by some, that the Bank has only to reduce its issues 
to obtain a favourable turn in the exchanges, and a consequent 
influx of the precious metals. The Court conceives it to be its 
duty to declare that it is unable to discover any solid foundation 
for such a sentiment." 

In 1827 a motion was made, and I believe carried, in the 
Court of Directors, to rescind the above resolution. See £vi' 
dence of William JVard, Esq^^ Bank Charter Committee, p. 14?3. 
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government to the Bank of about five millions * ; 
but the discounts were increased by a nearly similar 
amount; and the securities, public and private, 
were, in February, 1819, higher by 500,000/, than 
in February, 1818, while the bullion was less by 
nearly six millions ; and tlie amount of the circu- 
lation was higher than it had been during any 
period of the war. 

It should seem therefore that there is no ground 
for imputing any contraction of the issues of the 
Bank of England, or of the circulation generally, 
to preparations before 1819, for the resumption of 
cash payments. Whether there are any better 
grounds for ascribing any such effect to the legis- 
lative measures in 1819, will be considered in the 
examination which we are about to enter upon of 
the next epoch. 



Section 9. — Summary of the preceding Survey. 

The following are among the more prominent of 
the points resulting from a survey of the interval 
which has passed under review. 

1. That in the spring of 1814, while colonial 
and other exportable produce and manufactures 

* Tliis repayment constitutes what Mr. Attwood, in the ex- 
tract quoted from his speech (p. 44-.), designated as the second 
experiment, with a view to cash payments. But as the dimi- 
nution of the public securities held by the Bank was compen- 
sated by an increase of the private securities ; and as it has 
been shown that it is the amount of the circulation, and not the 
mode in which it is issued, that affects the value of the currency, 
the mere change in the nature of the securities cannot be con- 
sidered as having caused any contraction in the present instance. 
And it cannot be too often repeated, with reference to the import- 
ance attached by the currency theory to such repayments by 
government, that as a repayment of five millions out of sixteen 
millions in 1805 did not prevent a rise of 100 per cent, in the 
price of corn, so an increase of upwards of ten millions of ad- 
vances in 1814 did not prevent a great fall of prices. 

E 4 
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had risen extravagantly on the prospect of peace, 
the prices of com and of European produce gene- 
rally were falling. 

2. That the Bank of England, instead of pre- 
paring, by a contraction of its issues in 1814, for 
the resumption of cash payments, as has been as- 
sumed and asserted, actually enlarged its circula- 
tion to an amount beyond any that it had attained 
in any former period. 

3. That coincidently with the enlargement of 
the Bank circulation in 1814, the exchanges were 
rising, and the prices of gold and of commodities 
were falling. 

4. That in 1815, upon the landing of Napoleon 
in France from the island of Elba, the exchanges 
fell, and the price of gold rose rapidly, without the 
possibility oi assigning any part of those effects to 
any alteration in the amount of our currency ; and 
that, immediately after the peace which followed 
the battle of Waterloo, the exchanges and the price 
of gold resumed their tendency to par, without 
any material contraction of the Bank circulation. 

5. That the prices of corn, the fall of which had 
been partially arrested by reported deficiency of 
the crops in 1814, fell rapidly as a consequence 
of the favourable harvest of 1815, and reached 
their lowest price in the first quarter of 1816. 

6. That in consequence of a fall of prices, from 
restored abundance, not only of corn, but of all 
other commodities, between 1813 and 1816, there 
had been such an accumulation of losses in nearly 
all the branches of industry, as entailed failures to 
an unprecedented extent. 

7. That the country bank and general credit 
circulation were contracted in an extraordinary 
degree in 1816, as an inevitable effect of the heavy 
losses and numerous failures which had then oc- 
curred ; and that the circulation of the Bank of 
England had undergone no such variation as could 
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be assigned in the nature of an aggravating cause 
of the failures and discredit 

8. That, while the greatest depression of almost 
all branches of industry, and the most general dis- 
credit, prevailed in 1816, a rise to the extent of 
100 per cent, and upwards took place in the prices 
of provisions. Of this rise, one half, or about 
50 per cent., occurred before July, the further 
rise having been the effect of the wet harvest of 
that year. 

9. That the great rise of the prices of com in 
1816 and 1817, in this country, had been preceded 
and exceeded by a rise of prices from great scarcity 
and apprehended famine throughout Germany, 
France, and Italy; and that in the spring of 1817 
a great- demand suddenly took place in the markets 
of this country, by extensive purchases of corn 
and flour for immediate shipment to France, at 
prices exceeding 115^. the quarter for wheat, those 
purchases being mostly paid for by remittances 
in gold * hither. 

10. That the highest prices of corn, and of all 
other commodities which were not under prohi- 
bitory restrictions in this country in 181?, were 
the bullion prices of Europe. 

11. That before the end of June 1817, the ap- 
prehensions which had prevailed in France, and in 
this country, for the coming crops, having been 
dispelled by improved appearances, the prices of 
corn rapidly gave way in both countries, and by 
September following had fallen 40^. per quarter. 

12. That the great advance in the price of pro- 
visions from the spring of 1816 to the summer of 
1817, had not been preceded by any enlargement 
worth mentioning, of the circulation of the Bank 

* By this is not meant that the shippers of the com actually 
received remittances in gold, but that in point of fact the coin- 
cident shipments of gold from France to this country equalled 
or exceeded the amount of com exported from hence to France. 
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of England. But a sudden increase of issue took 
place in July, I8I7, after a rapid fall had begun in 
the prices of corn ; the further fall of prices^ to the 
extent of 40«, per quarter^ being coincident with 
a further increase of issues. There is therefore no 
foundation for the commonly received opinion that 
the highest amount of the Bank circulation coin- 
cided with the highest prices of corn in 18 17, and 
that a contraction of the circulation after 1817 was 
the originating and sole or main cause of the fall 
of the prices of provisions. 

13. That a general and great falling off in the 
imports of the raw materials of our principal manu- 
factures, and of foreign articles of consumption, in 
1816 and I8I7, followed by an extraordinary re- 
duction of stocks, compared with the ordinary rate 
of consumption, caused a great advance of prices 
in I8I7 and 1818, and, as usual in such cases, an 
exaggeration of demand, and a state of excitement 
and speculation, which went beyond the occasion, 
not only in a rise of prices on the spot, but in en- 
gagements for importations on a large scale, and at 
high prices. This state of excitement and specu- 
lation having been increased and extended by the 
effects of the extraordinary drouglit of 1818, which 
gave rise to apprehensions of a deficiency of the 
wheat crops, but more especially of a total failure 
of all spring corn and pulse in this country, led 
to very extensive engagements for importations of 
grain as well as of other descriptions of produce. 

14. That during the greater part of I8I7, the 
Bank of England, whether with reference to the 
state of the exchanges, the buUion in its coffers, or 
the state of general prices in Europe, was, in point 
of fact, in a condition to have resumed cash pay- 
ments, and was considered so to be by the directors, 
who had announced the payment of particular de- 
scriptions of their notes. That therefore virtually, 
and to all practical intents and purposes, there had 
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been in 181 7> till nearly the close of that year, a 
complete readjustment of the relative value between 
the paper and gold. 

15. That at the close of 1817, in consequence 
of large loans negotiated for France and Russia in 
this country (the negotiation of which loans was 
much favoured by the unfortunate policy of our 
government, aided by the weak compliance of the 
Bank, in financial operations, which had the effect 
of temporarily depressing the rate of interest when 
it ought to have been raised), combined with the 
eflTect of the large importations of grain and other 
produce, which were then in progress, caused a 
depression of the exchanges, and a consequent 
efflux of bullion in 1818. 

16. That the increase of the Bank circulation in 
1817 was not quite commensurate with the influx 
of bullion into its coffers, and the contraction of 
its issues in 1818 was not quite equal to the re- 
duction of its treasure. The variations therefore 
of the amount of the currency between 1816 and 
1819, as depending on the Bank of England, 
were in the same direction, but not quite equal 
in degree, to those which would have been expe- 
rienced with a purely metallic basis of the cur- 
rency ; for if the gold imported in 1817 had passed 
direct from the mint to the public, the quantity of 
money would have been as great, with a larger pro- 
portion only of coin, and the subsequent efflux of 
the coin in 1818 would have left the circulation of 
the Bank paper unaltered. 

17. That at the close of 1818, importations of 
grain and other produce had arrived, and were 
arriving, on a scale of enormous magnitude, which 
had the natural effect of causing stagnation, the 
usual precursor of a fall of the markets, which 
had previously been raised by scarcity. 
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CHAPTER VII. 

STATE OF PRICES AND OF THE CIRCULATION, FROM 
THE COMMENCEMENT OF 1819 TO THE CLOSE OF 

1822. 

Having now arrived at the time when the legis- 
lature were called upon to determine what should 
be the footing on which the currency should be 
permanently placed, it is peculiarly desirable to ap- 
preciate the exact state in which the question then 
presented itself for consideration. 



Section 1. — State of the Question at the Com- 
mencement of 1819, with a View to determine 
upon the future Footing of the Currency. 

It is of importance here to bear in mind the prin- 
cipal points which were recapitulated at the close 
or the last chapter, as resulting from the survey of 
prices, and or the circulation, from 1814 to the 
close 1818. Of these the most material to be 
kept in view are, — 

1st. That there had been in 1817 a spontaneous 
readjustment of the value between paper and gold 
to a perfect equality, there having been a large 
influx of gold, accompanying an increase of the 
amount of Bank notes ; and that the level of the 
currency had been disturbed at the close of 1817, 
and through 1818, by the large loans negotiated 
in this country for the French and Russian govern- 
ments, which, combined with large importations, 
had the effect of depressing the exchanges to 33*8 
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on Hamburgh, and to 23*50 on Paris, and 
of raising the price of gold to 4/. 3^. The ex- 
changes, it may here be observed, were not lower 
than they had, on several occasions, and for con- 
siderable intervals, been previously to the Bank 
restriction. 

2. That the rise of prices in 1816 and 1817 had 
been indisputably the effect of scarcity of com and of 
nearly all the leading articles of consumption ; that 
the prices of those years, high as they were in this 
country, were the bullion prices of Europe ; and 
that the effect of those high prices, and the usually 
exaggerated speculations connected with them, 
which continued through the greater part of 1818, 
was to bring forward importations of enormous 
magnitude. 

The extent of the importations of 1818 could 
not be ascertained till after the close of that year; 
nor would their depressing effects be fully deve- 
loped till 1819- It is, therefore, that the following 
statement of the comparative excess may be con- 
sidered as more properly introduced at the com- 
mencement of a view of the epocha now coming 
under examination, than at the close of the last. 



Imports into Great Britain. 



Years. Silk. 


Wool. 


Cotton. 


Hemp. 


Tallow. 


Lioaeed. 


1816 

1817 

1 1818 


lb. 
1,137,922 
1,177,693 
2,101,618 


lb. 
8,117,864 
14,715,843 
26,405,486 


lb. 
93.920,055 
124,912,968 
177,282,158 


Ton*. 
18,473 
22,863 
33,020 


Tont. 
20,858 
19,298 
27,149 


Qrt. 

70,892 
162,759 
237,141 



And the extent of the increase of the supply of 
all imported commodities, will strikingly appear 
by the following comparative statement, from the 
Custom-house returns of official values. 
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Total of Colonial and Foreign productions imported into Great 
Britain, from all parts of the world (except Ireland) stated 
at the official rates of valuation, which implies quantity and 
not value. 

1816. £26,374,920 
Re-exported - - - 13,441,665 

Refined sugar exported 1,626,321 

15,067,986 

11,306,934 

1817. £29,916,320 
Re-exported - - - 10,269,271 

Refined sugar exported 1,942,573 

12,211,844 

17,704,476 

1818. £35,819,798 
Re-exported • - - 10,835,800 

Refined sugar exported 1,964,225 

' 12,800,025 

23,019,773 

Here is a doubling of the whole quantities of im- 
ported colonial and foreign produce, after deduct- 
ing the quantities exported. Now, can any one 
acquainted with the course of markets hesitate for 
a moment to pronounce what must be the effects of 
such an excess of supply ? And what, indeed, can 
be more legitimate or simple than the inference, 
that if the scantiness of supply in 1816 and 1817 was 
a sufficient ground for a considerable advance, the 
restoration of abundance would fully account for 
the faU ? 

It is well known, however, that the resistance to 
a change, whether from a low to a high, or from a 
high to a low range of prices, is at first very con- 
siderable, and that there is generally a pause of 
greater or less duration before the turn becomes 
manifest ; in the interval, while sales are dif- 
ficult or impracticable, unless at a difference in 
price, which the buyer, in the one case, and the 
seller, in the other, are not yet prepared to submit 
to, the quotations are regulated by the last trans- 
actions, but are said to be, and are, in fact, nomi- 
nal. A struggle of this kind prevailed more or 
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less, according as the articles were in greater or 
less abundance, through the autumn, and into the 
winter of 181 8-1 9> when many articles which had 
become unsaleable from excess were still quoted 
at nearly as high prices as they had attained at any 
time in 1818.* 

If in this state of comparative excess of supply, 
at the commencement of 1819, there had been 
no immediate question of the termination of the 
Bank restriction, and if the regulation of the issues 
of the Bank had proceeded (as, in fact, it did) on 
exactly the same footing as that on which it had 
been conducted during the war, and down to 
1819> what ground is there for supposing that 
there would not have been a fall of prices exactly 
analogous to that which occurred from 1810 to 
1812; or, again, from 1813 to 1815? Accord- 
ing to what previous instance of the regulation of 
the Bank issues, coincidently with such compara- 
tive excess of the supply of commodities, can it be 
contended, that the fall of prices would or could 
have been averted ? And yet a fall of prices, 
which was so clearly inevitable under the system 
pursued by the Bank under the restriction, is 
gravely imputed to the measures taken for the 
termination of the restriction. 

Such, then, as has been here described, being the 
state of things in the commencement of 1819, what 
was the course incumbent upon the legislature to 
pursue? Would they have been justified, if, being ac- 
quainted (whether they were so or not is a distinct 
question) with the state and prospects of the markets 
as to supply aad demand, and foreseeing the impend- 

* It may be right to bear this remark in mind, because it has 
been customary for the opponents of PeeFs bill to bring for- 
ward price currents of February, 1819 (being the time when 
the committees of enquiry into the state of the currency were 
appointed), for the purpose of contrasting the quotations of 
that date with those of the subsequent time. 



64 PRICES AND CIRCULATION, 

ing fall under the systenpi of the currency, as it had 
existed, they had attempted to intercept that fall, 
or to counteract the tendency to it ? And if they 
had been so weakly or nefariously minded, how 
would they have set about averting the fall, which, 
without some forcible intervention was inevitable ? 
Only one of two modes could be considered as by 
possibility likely to be effectual with that view, viz. 
either a forcible issue of a greatly increased amount 
of Bank notes, or a degradation of the standard. 

But any attempt on the part of the Bank to 
extend its issues by investments in additional se- 
curities, beyond those which, by the rules and 
routine of their management, they would other- 
wise have taken, would not have insured the 
object of extended circulation. The increase of 
their public securities might, and probably would, 
be compensated by a diminished application for 
discounts. And in the absence of inducement, 
from the state of markets, to speculate in goods, 
if extra notes were issued, they would either have 
returned in the shape of deposits into the hands of 
the Bank, or have remained inert in the drawers of 
bankers. That this would have been the case in such 
a state of markets as existed in 1819> if the Bank 
had attempted forcibly to extend its circulation, 
there is every reason to believe. The grounds for 
that belief will appear more fully, when the state 
of the circulation comes to be distinctly examined, 
towards the close of the present chapter. 

Assuming, then, that this mode of averting 
the fall of prices, in 1819, would have failed of 
its proposed effect, there remained only the 
alternative of a degradation of the standard. 
And granting that a course so flagrantly unjusti- 
fiable could have been resorted to, or for a mo- 
ment entertained, as that of forcibly intervening, 
with a view to intercept the return of cheapness, 
as the consequence of the transition from scarcity 
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to abundance, and to bolster the markets by arti- 
ficially keeping prices, in the face of an excessive 
supply, up to the rates to which they had been 
raised by casual dearth, and by the exaggeration 
of demand usually attendant upon deficiency of 
supply, the further question would occur, what 
is the standard by which such intervention should 
have been guided and determined? If the differ- 
ence between gold and paper had been taken as it 
existed at the time, namely, 4/. Is. the ounce, or 
between 3 and 4 per cent, the measure of debase- 
ment, however palpably unjust^ would at least 
have been intelligible ; and the difference being 
so trifling, and at the same time the change being 
referable to something like a principle, namely, 
the actual depreciation of the paper, by non- 
adherence to its standard, there would have been 
no perceptible disturbance of markets ; but nei- 
ther would it have been tanti for so gross an 
injustice, nor, above all, for a precedent so de- 
structive of all security, as that of altering the 
denomination of the coin, because it had not suited 
the issuers of the paper so to regulate the amount 
as to make it adhere to the value of the coin in 
which it professed to be payable. But, quitting 
even that variable landmark (for while the subject 
was under discussion the value of gold was ap- 
proximating to that of the paper), those legislators 
to whose wisdom it appeared, that prices raised 
by scarcity and speculation should be maintained 
by debasement of the standard, seemed to be quite 
at fault, and to differ most widely from each other, 
as to the measure of debasement which, in their 
peculiar views, it would be just and expedient to 
adopt. This difficulty is well illustrated by the 
following quotation from the speech of Mr. Deni- 
son, in the debate in the House of Commons, on the 
Scottish Bank Note bill, in the session of 1828 : — 

<< What would have been the proper course to take m 1819 ? 
VOL. II. F 
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To have altered the standard. Such a measure would have 
prevented the ruin of the farmer, the tradesman, and the artisan ; 
or, at least, it would have diminished the pressure upon them. 
'Hie cause of all the evils which we had endured, and which 
we are still enduring, was the fatal policy of contracting a large 
debt in one description of currency, and trying to pay it in 
another. I may be asked, why, if I felt this so strong'y, if I 
was convinced of this expediency of altering the standard, I 
did not myself bring forward such a proposition ? The truth 
is, that the question was one of such difficulty, that I may well 
be pardoned for having shrunk from it. But it is well known to 
many Hon. Members, that my Hon. friend, the late Member 
for Coventry, and myself, did, in 1819, bestow great attention 
on the subject, with a reference to bringing it under the consi- 
deration of the House ; but that we found it a matter of such dif- 
ficulty that we shrunk from it. I will also candidly admit, that 
we could not exactly agree, as to what ought to be the amount 
of the standard. I was of opinion that it ought to be 4/. 10«., 
or 4/. 15#., while my Hon. friend, concurring with a noble Lord 
in the other House, thought that it ought to be 5/. 5s. or 51, lOs. 
The current appeared to run so strong, however, against either 
proposition, that it was abandoned." — See Mirror of Parlio' 
ment, part xvii. pp. 1775-6. 

Well indeed might they shrink from the task, 
and finally abandon it, seeing that they differed so 
widely as that while one of the parties was of opi- 
nion that the standard should be degraded to the 
extent of 20 per cent., another would have gone 
as far as 40 per cent. Tliat opinions so wild, so 
extravagant in their practical application, should 
have been entertained by persons otherwise well 
informed, and most undoubtedly well intentioned 
as these were, would be hardly credible, but that 
we now find opinions to the same effect, and some 
going still greater lengths, promulgated by consi- 
derable authorities.* That such opinions could be 




* Lord Folkestone, in the House of Commons, in a debate 
on the Bullion Question, 25th of May, 1819, is reported to 
have said : — <' It appeared to him most desirable, that in place 
of reverting to the ancient standard of value, the present 
rate of dcpreciutioii should be taken, and the standard fixed, in 
place of S/. 17^. I0ld,y at 4/. Os. 6d" His lordship (now Earl 
of Radnor) has since stated his altered opinion in his evidence 
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entertained at all by persons not having sinister 
intentions can only be accounted for by the very 

before the Agricultural Committee of the House of Commons,, 
in 1836, page 41,5. 

" Upon the whole, what should you say, after all tlie ex- 
perience we have had, was the full effect of the Bill of 1819 
upon prices generally, and what was the fall that it occa- 
sioned ?" 

"I cannot estimate, but I apprehend very considerrble in- 
deed; and, from rough guess, 1 should say, cent, per cent, 
or nearly so." 

<* Do you think that the prices have fallen half in conse- 
quence ? 

" I should say very nearly so." 

<< What measure do you think would have been just and equit- 
able in 1819, in the place of the Bill which really did pass ? " 

** I really think that it would have been just to have altered 
the standard to an extent equal to the depreciation that had 
been prevailing before the passing of the Bill ; but, as that de- 
preciation was not uniform in consequence of the various 
amounts of issues of paper at different times, it would have 
been necessary to have had some measure to meet the cases of 
contracts formed at different times, as I apprehend." 

Lord Ashburton, in his evidence before the same Committee, 
page 478., delivered the following opinion : — 

** If the feeling of Parliament and the country had gone 
with it, I should have thought that much might have been 
said in favour of a depreciation, by bringing the pound to 
15^., if the mind of the country had been so disposed; but the 
strong opinion, and the moral feeling, being both the other way, 
I thought there was much to be caid for coming back to the 
standard. It was to my mind a very doubtful question ; es- 
sentially it rested on a consideration of degree. If, as was 
the case in Russia, the depreciation had gone to the extent of 
four to one, it would clearly be the grossest injustice, under 
those circumstances, to return to the original standard. A question 
on that subject was proposed by the government of Russia some 
years ago, to persons in whose opinions they had confidence, 
and the opinion was unanimous, that it would be a greater in- 
justice to endeavour to return to the old standard, than to sanc- 
tion the depreciation by law." 

And further, *' I believe that the rouble, which was about 
four to one, is now three and three quarters to one, and that 
the government of Russia have watched the variations of value, 
and endeavoured to keep it nearly where it was." 

On these opinions of Lord Ashburton I have to offer th : fol- 
lowing remarks :•— The case of the paper money of Russia, 

F 2 
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confined view taken of the interests which would 
be affected by the degradation proposed of the 

and its depreciation, bears no analogy, in its origin or progress, 
to that of this country ; nor, if it did, would the conclusionwhich 
might be warranted in the one case be applicable in the ofher. 

The first issue of paper money in Russia, was at the close 
of 1768, when bank notes, or assignats, to the amount of 
40,000.000 of roubles, were put into circulation in direct pay- 
ments by the government, on the commencement of a war with 
Turkey. The manifesto accompanying the issue of the paper, 
left it in doubt whether the payment to bearer (a promise of 
which the notes bore on the face of them), was to be in copper, 
or in silver ; and, according to Storcli, opinions on that point 
were still divided when he wrote in 1815. From 1769 till 
1787, the amount in circulation remained uniform at about 
40,000,000, and the agio in favour of silver varied only from 
one to three per cent, in that interval, while there was an agio 
of from one to five per cent, in favour of the paper against cop- 
per. The exchange on London during that interval varied be- 
tween 40d. and 48«f. for the paper rouble. In 1787, a sudden 
addition was made of 60,000,000, accompanied with a promise 
that no further quantity should be issued ; but a succession of 
wars with Turkey, Sweden, Poland, and Persia, and finally with 
France, caused the transgression of that promise, and further 
progressive issues were made till 1810, when they amounted in 
the whole to 577,000,000. An increasing agio on silver was 
the consequence, till it reached 400; that is, that a silver 
rouble (of the intrinsic value of 39J. sterling) exchanged 
for four roubles in paper. During the progress of tliis 
depreciation of the paper, the Custom House duties, which 
were fixed at certain rates in silver money, were col- 
lected in paper, at an agio settled periodically upon a 
reference to the market rates. It is now many years ago 
that the paper rouble was received in payment of Customs 
by an order of government in the proportion of four to one, the 
exchange on London being then between 9d, and lOd, for the 
paper rouble ; and the paper was so received in all cases in 
which the rates had been calculated in silver. This was to 
all intents and purposes a degradation of the standard, although 
from motives of policy the government did not think it expedient 
to alter the denomination of the silver rouble ; and when this 
avotoed depreciation had taken place, there can have been no 
ground for hesitation among the persons who are said to have been 
consulted upon the question of restoring the paper to the former 
value of the silver rouble. The raising of the value 300 per 
cent, would, independently of the inexpediency of the measure, 
have involved the commission of a double injustice. But it is 
not a little curious, that, ader the regulation of the proportion 
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standard. They seem to have imagined that it 
would only be mulcting to that extent all creditors, 

of four to one had subsisted for some time, the foreign ex- 
changes having improved, that on London ranging at between 
lOe/. and lU, instead of between 9cL and lOc^., the govern- 
ment, upon tlie promulgation of a new tariff, raised the standard 
from 4 roub to 3 roub. 60 copeaks, or exactly 10 per cent., in 
favour of the paper rouble. Whether, however, in adjusting 
the standard at four to one, or in afterwards raising it to 3.60 
to one, the Russian government seems to have taken, as the 
guide and measure of the adjustment of the standard, the 
actual relative value of the paper to the silver, as indi- 
cated, whether by the agio, or by the foreign exchange, 
and was not influenced by a fanciful or arbitrary theory 
of depreciation beyond the indication of the ordinary tests. 
There was enough of weakness, and impolicy, and injustice in 
having suffered, or rather caused, the depreciation to take place 
to the extent that it did ; an extent which precluded the possi- 
bilty of return. But what would or might have been said, and 
justly said, if, when the agio and the state of the exchanges 
indicated a relative difference of four to one, the government 
had thought proper, not from any motive of gain to the public 
treasure, but from some fancied theory of adjustment, to have 
fixed the standard at Ave to one, thus at once gratuitously dis- 
turbing all pending engagements to the extent of twenty-five 
per cent. ? And yet this is what some of our legislators 
have proposed ; for in what respect, either as to the justice 
or policy of such a measure, would the suggestion con- 
templated by Lord Ashburton, of reducing the standard in this 
country to fifteen shillings for the pound, or twenty-five per 
cent, in 1819 (when, whether by the exchanges or the price 
of gold, the utmost indication of the depreciation of Bank 
notes did not exceed four to five per cent.), have differed from 
an arbitrary alteration of the standard in Russia, to the pro- 
portion of five to one, when the agio and the exchanges indi- 
cated a proportion of four to one ? If the example of the 
Russian paper is to be held forth as a model, it should be 
consistently followed out by not degrading the standard be- 
yond the depreciation indicated by the usual tests, and by 
raising it when the exchanges took a favourable turn. In 
every point of view, however, the imputed analogy of the 
Russian bank notes to the Bank of England notes fails : the 
mode and channels of issue differ widely in principle and re- 
gulation ; the one was indisputably depreciated by increased 
quantity, independently oi^ any extraneous pressure on the ex- 
changes ; the other was in quantity not more than would have 
been consistent with the maintenance of its metallic value, 
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whether of the state or of individuals, in favour of 
the debtors, while the good to be attained would 
be that of ** preventing the ruin of the farmer, 
the tradesman, and the artisan, or at least of di- 
minishing tlie pressure upon them.*' That it would 
have had the effect of preventing or diminishing 
the losses of the farmer, who was under a lease 
calculated upon the prices of scarcity, and of the 
tradesman who had, unfortunately for himself laid 
in his stock when markets had been driven up by 
scarcity and speculation, may be readily admitted, 
although why tliey should be so preserved from the 
consequences of their own acts, simply because the 
result would otherwise be unfavourable, does not 
very clearly appear. But that the artisan should 
be supposed to be among those who were to be 
benefited by such an alteration of the standard, is 
not the least surprising part of that extraordinary 
theory. For if there is any class that has benefited 
more than another by the return of abundance and 
cheapness, which have more or less prevailed since 
1819, it is that of the artisan. There is no fact 
which admits of being more fully proved, if the 
notoriety of it were not such as to render detailed 

J)roofs superfluous, than that the wages of artisan 
abour are in most cases as high as they were before 
1819j in some instances higher, and in none so 
much lower as the difference in the prices of pro- 
visions and other necessaries. But a much more 
important consideration, inasmuch as it is one that 
affects the great bulk of the community, is, that 
wages, not of artisans only, but of labour generally, 



had it not been for the enormous extent of foreign payments ; 
and whereas no definite time was assigned for the payment of 
the former, a solemn assurance was repeatedly held out by the 
government of this country, in repeated instances of specific 
contracts, that the suspension of cash payments was a temporary 
state, which would, at any rate, terminate as soon as might be 
afler the return of peace. 
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have not fallen in proportion to the reduced prices 
of necessaries.* 

Now, the effect of a debasement of the standard, 
if it had been determined on in 1819, would have 
prevented, and at any rate would have retarded, the 
enjoyment of the benefit of comparative abundance 
by the working classes, until, upon the recurrence 
of periods of long-continued dearth, the workmen 
should succeed, after much suffering and severe 
struggles, in obtaining an advance in some, al- 
though an inadequate, proportion to the advanced 
prices of necessaries. 

According to all experience, whether within 
modern observation, or recorded by history, it may 
be laid down as an established maxim, that labour 
is the last of the objects of exchange to rise in 
consequence of dearth or depreciation, and that 
conversely the price of labour is last to fall in con- 
sequence of increased abundance of commodities, 
or of increased value of money t ; and not only 

* Even in the case of the agriciiltunil labourers, whose 
wages have fallen in a greater proportion than those of 
other classes, the hand-loom weavers, perhaps, only excepted, 
there is concurrent testimony of the most unexceptionable 
description, in the reports of the parliamentary committees 
on agricultural distress in 1833, and again in 1836, that the 
condition of the agricultural labourer has been greatly im- 
proved, compared with the period of high prices. The evidence 
to that effect is the more decisive, because, from the bias of the 
examiners and the occupations of the witnesses, the tendency 
might be supposed to be the reverse of representing the improve- 
ment in an exaggerated point of view. 

f 'riie distinguished author of a publication, entitled " A 
Letter to the Right Honourable Robert Peel, by one of hi& Con- 
stituents, 1819," after quoting the following passage from the 
Quarterly Review, vol. xv. p. 192., — 

" The great and rapid increase of national wealth has always 
been attended by a corresponding pressure of distress upon the 
peasantry. It was thus in Portugal, when Joam III. succeeded 
his father Emanuel, the most fortunate prince that ever sat 
upon an European throne: he was master of Ormuz, of Goa, 
and of Malacca in the East, thus commanding the whole trade 
of the Indian seas ; the gold mines of Africa sent in rich returns 

F 4 
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all the working classes, strictly so called, but those 
classes immediately above them, not being owners 
or occupiers of land, and other fixed property, or 
debtors, would have been sufferers by a degrada- 
tion of the standard. It is in evidence in the agri- 
cultural reports that retail prices had not fallen in 



to him, and the greater part of Morocco paid him tribute. To 
these treasures Joam^IlI. succeeded; and never was there a 
period of greater national distress, arising from poverty, than at 
the commencement of his reign. It was thus in Spain, when 
ships came laden with silver and gold from Mexico and Peru. 
The fact was distinctly seen, and the cause distinctly stated 
by a contemporary writer.* The influx of specie produced a 
diminution in the value of money, and habits of lavish expendi- 
ture in the rich ; rents were raised, all the necessaries of life 
advanced in price ; the burden fell upon the poor, and of the 
wealth poured into the country in full streams, all that reached 
them was in the shape of more abundant alms, which made 
them more dependent than they were before, without prevent- 
hig them from being more miserable," — proceeds to observe : — 

" A diligent enquiry into the state of society in the reign of 
Elizabeth, which, in the depreciation of money, corresponds 
remarkably with the present reign, would corroberate this po- 
sition, by showing how ill the wages of labour kept pace with 
the increasing prices of provisions. It is, I believe, allowed by 
all who have made minute researches into those times, that at 
no period of our history, till the present, was the condition of 
the labourer so bad. Hence sprung the great, and almost 
sudden, growth of the poor-law system, sometimes absurdly 
ascribed to the suppression of monasteries. A violent disturb- 
ance of the established relations, as measured by the common 
standard of money, had taken place ; and the lower classes, 
being the last to obtain redress, sunk into that state of abject 
dependence, from which they slowly emerged, through the 
natural corrective of a diminished population, aided by the 
general improvement of the next century, and the greater 
steadiness of our currency; but into which they are now 
plunged by the operation of a similar cause." p. 33. 

I need here hardly add, that agreeing, as I do, in the obser- 
vation of the deterioration of the condition of the working 
classes, by a rise in the price of necessaries, 1 differ from the 
author in his opinion of the cause of the rise in the more recent 
instances. 



* The Inca Garcilasso, vol. ii. book i. c. 7. 
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proportion to those in wholesale trade. This is 
said particularly of the blacksmiths, the wheel- 
wrights, the collarmakers, &c. What then is the 
inference, but that they were benefited by the fall 
in the prices of provisions and of raw materials ? 

That the great mass of the community was 
greatly benefited by the transition from dearth to 
abundance, there is not, there cannot be, any rea- 
sonable doubt. Indeed, to call it in question, and 
to suppose that war and dearth can be blessings, 
and peace and plenty curses, never entered into 
any imaginations but those which have bewildered 
themselves in the mazes of the currency theory, 
which supposes high prices and general prosperity 
to be convertible terms. What but the privations 
and sufferings of the great bulk of the community led 
to the popular discontents and commotions which 
prevailed, and were with difficulty repressed, in the 
great dearths at the close of the last and the be- 
ginning of the present century, and again in 1812, 
in 1817, and 1819?* dearths which, after their 



• Mr. Huskisson, in the following extract from his speech on 
Mr. Western's motion, on the resumption of cash payments, 
June 11. 18'i2, after very happily exposing the inconceivable ab- 
surdity of considering that the fall in the price of corn added to 
the weight of taxation, describes in eloquent terms the suffer- 
ings of the bulk of the people, in the periods of high prices 
(which the advocates of agricultural claims, and of the currency 
theory, characterise as periods of general prosperity), when 
contrasted with the ease and comfort and contented state of 
the population in the periods of low prices and agricultural 
distress. 

" There is one theory, however, which I cannot help advert- 
ing to, because it is a point to which the honourable member 
seemed to attach much importance, and to illustrate by many 
calculations. That point, if I understand the honourable member, 
is this, that we ought to measure the pressure of taxation by 
the price of corn. In 1813, says the honourable member, the 
price of wheat being 108*. 9i/., and the taxes 74',64'7,798/., — 
13,733,296 quarters of wheat were sufficient for the payment 
thereof; in the present year, the price of wheat being 45*., 
very nearly double that amount of quarters are necessary to 
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natural cessation, these legislators would, as far 
as in them lay, have artificially perpetuated * ; 
while, on the other hand, the contented state of 
the working classes in 1821 and 1822, and not to 
mention the great increase of the revenue in those 
years, attest the comparative well-being of the bulk 
of the community in periods of what those who 
are interested in high prices and high rents are 
pleased to characterise as agricultural distress. 

But independently of the grounds here stated for 
reprobating the policy which would have sought in 
1819 to perpetuate the effects of dearth, the advo- 
cates of a debasement seem not to have been aware 
of the extraordinary disturbance which such a mea- 



pay the taxes thereof." I wonder, when he was making these 
comparisons, that he did noL extend them to a few other years. 
If he had, he would have found in 1812, for instance, that, the 
taxes being TOj^SS.STO/., and wheat at the moderate price of 
I25a* 5d.y 1 1,224,809 quarters of wheat were sufficient for the 
payment. In 181.5, that the taxes being 79,94-8,670/., and the 
price of wheat only 64-^. 4«?., 24-,8.54'.508 quarters were requi- 
site for the payment thereof. But theo, 1817 was again a 
prosperous year ; for the taxes being reduced to 55,836,259/., 
and wheat having risen to 94^. 9c/., 11,786,017 were sufficient 
for the payment thereof. Now, according to this statement, 
the years 1812 and 1817 must have been those of the lightest 
pressure, and 1815 and 1821 those in which that pressure was 
most severe. If distress, bordering on famine, — if misery, burst- 
ing forth in insurrection, and all the other symptoms of wretch- 
edness, discontent, and difficulty, are to be, taken as symptoms 
of pressure upon the people, then I should say, that 1812 and 1817 
were two years of which no good man can ever wish to witness 
the like again. But, if all the usual consequences of general 
ease, in the great masses of our condensed population, and all 
the habitual concomitants of contented industry are indica- 
tions of a better state of things, then, I should say, that 1815 and 
1821, periods of the severest pressure of taxation, according to 
this new measure of its pressure, are among those years in which, 
judging from their conduct, the labouring parts of the com- 
munity have had least reason to complain of their situation." 

♦ An object which, to some extent, the sinister interests of 
the landowners in parliament, have succeeded in accomplishing 
by tlie corn laws. 
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sure would have created in all the multifarious 
transactions of markets, not only by contracts for 
time, but in the most ordinary purchases and sales. 
In the case of nearly all articles of merchandise, 
there is a customary prompt, or interval between 
the making of the bargain and the completion of 
the delivery and payment. This interval varies 
from one week to three montlis, which is inde- 
pendent of credit commencing from the delivery. 
Now, in all such cases, the seller would, supposing 
the alteration of the standard to be declared pend- 
ing the prompt, receive less in intrinsic value by 
yo or 40 per cent, than he considered himself as 
having bargained for. All claims upon or by per- 
sons abroad would be affected to the extent of the 
whole difference of the standard, as the foreign 
exchanges would immediately adjust themselves to 
that alteration. In short, the proposed settling 
or adjusting of contracts, by an alteration of the 
standard, would have been the unsettling and uo- 
lent disturbance, not only of all fixed monied in- 
comes, and of debts and credits, but of all the 
innumerable transacticms that might have been 
pending at the time when the alteration was an- 
nounced. And as to an equitable adjustment under 
such circumstances, it is hardly conceivable how 
any person of sane mind could entertain the idea 
for a moment, without perceiving the monstrous 
injustice, and the enormous incongruities, which 
would attend such an attempt.* 

• But there would have been, moreover, if the standard had 
been altered, some curious and perplexing anomalies, arising 
in such a case from our protective system. Thus, supposing 
that agricultural produce had, in the first instance, advanced in 
price to the full extent of the alteration, and supposing this to 
nave been 40 or only 20 per cent., the price of wheat, which in 
1819 was 72s.t would, on this supposition, have reached up- 
wards of 80*., which would have opened the ports; and as prices 
abroad had fallen much more than they had done here, we should 
have imported and admitted for consumption a very large foreign 
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Never indeed was there a measure dictated by a 
sounder policy than that by which parhament de- 
termined in 18 19 that the trifling divergence which 
then existed between the paper and the gold should, 
as speedily as was conveniently practicable, be re- 
medied, and the convertibility restored with the 
strongest sanction against its being again suspended. 
So loudly was that measure called for by every 
consideration of justice and good faith, and of 
the most comprehensive view of the public in- 
terest, that if, for the purpose of carrying it into 
effect, some actual derangement of prices and of 
credit had been distinctly contemplated, the effort 
would have been amply justified by the object. 
But there is not the vestige of a ground for sup- 
posing, that the smallest part of the fall of prices, 
or of the derangement of credit, in 1819, or from 
1819 to 1822, can, according to any evidence of 
facts, or any consistent reasoning, be traced to the 
operation, direct or indirect, of that measure. The 
sufficiency of the causes, without reference to 
Peel's bill, of the fall of prices between 1818 and 
1822, can hardly, it is presumed, admit of a doubt 
in the mind of any person who, unbiassed by a pre- 
conceived theory, will examine carefully the facts 
as they will appear in evidence in connection with 
the fall of prices. 

As the fall of the prices of commodities was 
more immediate and rapid, and more directly pro- 
ductive of the derangement of credit in 1819, than 
the fall of the prices of provisions, the former will 
here more properly, in the present instance, come 
first under consideration. 



supply, which, as our own produce was becoming abundant, 
might eventually have reduced prices below the rate at which 
they actually ranged ; and so perhaps still more strikingly in 
the case of some other articles^ subject to a duty not advalorum. 
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Section 2. — Markets for Commodities from 1819 

to 1822. 

The largest in point of amount of the articles of 
which there was so great an excess of the import- 
ation, was cotton ; and it was in this article that the 
fall in price was the greatest, and the failures among 
those concerned in it, consequently, the most ex- 
tensive. The error usual on such occasions had 
been committed ; the stocks on the spot had been, 
as we have seen, greatly reduced in 1816, and a 
rise of price of this reduced stock was perfectly 
justified ; but then, as in more recent instances, the 
advanced price was not confined to the small stocks 
on the spot, but was paid for large quantities in the 
countries of growth, to be shipped hither. Could 
it be imagined that the importation at the close of 
1818, being within a trifle of double of what it 
had been in 1816, — 

1816, . . 93,920,055 lbs. 

1818, . - 177,282, 158 Its. 

could be sold at near the prices to which the 
scarcity had raised it ? Or what more natural, ac- 
cording to the ordinary rules which govern markets, 
than that the price (of bowed Georgia) should have 
fallen from \s. lOrf., which it had reached between 
1816 and 1818, to 1.9. in 1819? The result of 
overtrading on so large a scale, was experienced in 
numerous and extensive failures, which began in 
the latter part of 1818, and continued more or less 
through the earlier part of 1819. Importers, specu- 
lators, and manufacturers were successively ruined 
by having embarked too largely upon the anticipa- 
tion of the maintenance of the former range of 
high prices. There were also very extensive fail- 
ures in New York, but more especially in Charles- 
town, and other southern ports of the United States, 
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at the close of 1818, and at the commencement of 
1819. 

Of silks, the importation of 1818 was also within 
a trifle of double of what it had been in the two 
preceding years. Of foreign wool, the excess was 
still more remarkable ; thus — 

1816, . . 8,117,864 lbs. 

1818, . - 26,405,486 lbs. 

And, as has been seen by the comparative state- 
ment of the official value of imports, there was an 
excess of them not only beyond that of the two 
immediately preceding years, but beyond any single 
year, or any average number of years preceding. 

It was the early part chiefly of 1819 that was 
marked by a considerable degree of commercial 
discredit and distress, originating clearly in great 
previous overtrading, and in the natural and ne- 
cessary consequence of the transition from casual 
scarcity, and speculation on prospective scarcity, to 
excess of supply, and tbednll and drooping markets 
incidental to excess of supply : an excess not rela- 
tively, as has, by the advocates of the theory of 
war-demand, and by the opponents of Peel's bill, 
been referred to a diminished consumption, but 
relatively to an increased and increasing consump- 
tion.* before the autumn of 1819, however, every 
vestige of discredit had disappeared ; and it was 
not, as the consequence of either discredit or dis- 
tress, that prices of most commodities continued to 

* It may be observed in further proof of the absence of so 
general a cause as that of mere difference in the quantity of 
money, as a cause of the fall, that among the few articles of 
which there was not an excessive supply, the prices in 1819 
were higher than they had been in 1817. This was the case 
with lead and English iron. The fall of the prices of these 
articles subsequent to 1819, admits of being accounted for on 
distinct grounds. 
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declipe, with few exceptions, to the close of 1822.* 
The sources of supply of all the raw materials of 
our principal manufactures, were experiencing a 
progressive extension, at a diminished cost of pro- 
duction ; and, although there had been in the two 
or three years immediately following 1818, a slight 
falling off in the amount of imports of some of the 
articles, from the great excess of that particular 
year, there was a progressive increase on the aver- 
age of three years, compared with the average of 
any preceding three years. This was shown in 
some statements brought forward by the late Lord 
Liverpool in the House of Lords, with a view to 
prove that, although the consumption was greatly 
increased, the supplies had outrun it. 

Is it necessary then to call in the aid of Peel's 
bill to account for the fall of markets so circum- 
stanced ? and in what possible sense of the words 
could it be deemed just or expedient on the part 
of the legislature to seek to avert the otherwise 
inevitable fall of prices by a degradation of the 
standard ? 

But if the evidence of an excess beyond the or- 
dinary average rate of supply is quite conclusive 
in the case of commodities, little if at all less con- 
clusive will it be found to be in the case of agricul- 
tural produce. 

Section 3. — Prices of Agricultural Producefrom 

181*9 to 1822. 

In the markets for agricultural produce there 
was, at the commencement of 1819, a tendency to 

* At the close of 1822, the movements of the French armies 
on the frontiers of Spain, and the measures of the French go- 
government with reference to Spain, whicH were thought to 
endanger the peace of Europe, gave occasion to a speculative 
rise in the prices of colonial produce. But upon its being found 
that a general war, which had been apprehended, did not ensue, 
the markets relapsed to their former state. 
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(lulness and decline of prices. The importations 
of corn had evidently been large beyond the occa- 
sion ; the winter had been mild, and the spring was 
very forward, appearances of the corn promising, 
and the pastures luxuriant. Under these circum- 
stances, it is hardly to be wondered at, that in the 
spring of 1819, the markets should be dull and 
drooping. Indeed, the wonder, if any, should 
rather be, that the fall was not more rapid and de- 
cided ; and that it was not more decided and rapid 
is one among other proofs how utterly devoid of 
influence on opinion, as affecting the corn markets, 
was the agitation of the question respecting the 
return to cash payments. Nothing can show 
how little was either the direct or the moral 
influence — that is, the influence on opinion — of 
Peel's bill in the corn trade, than that the average 
price of wheat, after an intermediate depression, 
rose in August, 1819, to 7«5^«> the average price 
for the whole year 1819 being 7^**« And that, in 
August, 1820, the price, after some fluctuation, 
arising from varying appearances of the weather, 
should have been still so high as 72.9. 

There is some difficulty indeed in accounting for 
the prices in this country having been kept so high 
till the harvest of 1820, ranging between 65s. and 
72*., seeing that the importation of 1818 had 
proved beyond the occasion, and that tlie harvest 
of 1819, although in the southern division of the 
island there were complaints of injury from pre- 
vious weather, was in the result considered to have 
yielded a full average produce. And, at any rate, 
the produce of it, with whatever may liavebueu the 
stock on hand, proved to be more than sufficient for 
the consumption without any fresh foreign supply. 
The explanation of the maintenance of so high 
a price, under such circumstances, seems to ue 
this : — There was still a lingering of opinion among 
farmers, and persons generally in the corn trade. 
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that upon the shutting of the ports, although the 
prices might decline somewhat below the import 
rate, they could not fall very much, nor continue 
for any considerable length of time much lower. 
And the grounds for this opinion seem to have 
been, that it was, in the first place, taken for 
granted, that in ordinary seasons we did not grow 
enough for our own consumption ; and, in the 
next place, there was a strong impression, founded 
upon the experience of the preceding thirty years, 
that no long interval was likely to elapse without 
the occurrence of a season of decided deficiency. 
There was, on the whole therefore, under the in- 
fluence of these opinions, a considerable degree of 
buoyancy in the corn markets upon every occasion 
of adverse weather, or of unfavourable appearances 
of the coming crops. 

The winter of 1819-20 was rather a rigorous 
one. The frosts set in with some severity in 
December, and continued, with intermissions, 
till the latter part of February, when the win- 
ter terminated with a heavy fall of snow. The 
spring was variable, but mostly cold, and vegeta- 
tion backward, till about the 18th June, when a 
sudden change to a high temperature and brilliant * 
clearness succeeded, and lasted for several days 
during the critical period of the blooming process 
of the wheats. Apprehensions had previously been 
entertained of injury to the crops, and the average 
price, which in January had fallen to 64^., advanced 
in April and May to 70s. After an intermediate 
depression, upon the favourable change in June, 
the weather having become unsettled, and at- 
tended with heavy showers in July, the markets 
rallied a little till the harvest, when the average 
price of wheat rose to JQs. But the weather be- 
came brilliantly fine at the commencement of 
August, and thenceforward continued to be most 
propitious for the ripening and gathering of the 

VOL. II. G 
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whole of the crops. And the result of the harvest 
of 1820, proved to be decisive of a great impending 
fall of pnces. The crops of nearly all kinds turned 
out beyond expectation, both in bulk and in yield. 
It was a harvest of undoubted and general abun- 
dance. 

Mr. Wakefield, an eminent land surveyor, in his 
evidence before the Agricultural Committee, in 
1821, says, " The last harvest has been one of the 
finest ever known in England ;*' and he afterwards 
adds, ** I think there is a wonderful quantity of 
com in the country. I now f April, 1821) think 
that there is as much corn left in the country as 
generally in common years there is after harvest.** 

Mr. David Hodgson, in his evidence before the 
same Committee, stated the result of the syste- 
matic examination by his firm of the crop of 1820, 
to be denoted by the figure 38, the average being 
32. But Mr. Hodgson has subsequently stated, 
that an error had been discovered in the process, by 
which that result had been obtained, and that the 
correction of the error gave a result not under 40. 
According to this estimate, the produce was at 
leajst one fourth above an average per acre : and it 
is highly probable, at the same time, from the great 
encouragement of the recent high prices, that the 
number of acres under cultivation must have been 
considerably extended. 

Mr. Jacob • computes the excess of the crop of 
1820, beyond an average to have been in the ratio 
of 320 to 240, or one third, which, if intended to 
include extended cultivation, may be near the 
truth.t 

It was not till the following two or three years, 
during which wheat of the harvest of 1820 con- 

* Second Report, April 1828, page 35. 

t The annual production of wheat at that time has been com- 
monly estimated at about twelve millions of quarters. A crop 
then exceeding an ordinary or average produce by one third, 
would constitute an excess of not less than four millions of 
quarters. 
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tinued to appear in the markets, that the exuberant 
produce of that season became generally known. 
Instead, therefore, of seeking in the state of the 
currency, for the cause of the fall of price, imme- 
diately after that harvest, it is a matter of more 
difficulty to explain how or why the real and suffi- 
cient cause, namely, the great excess of quantity, 
did not sooner and more powerfully operate, lif 
the holders generally had then been aware, that in 
addition to a stock at the commencement of harvest, 
equal to what had usually been held, there was an 
excess of three to four millions of quarters in the 
produce of that single crop, the fall must inevitably 
have been much more rapid. As it was, the aver- 
age price fell from 72^. 5d. in August 1820, pro- 
gressively till July 1821, when it got down to 51*. 
The winter of 1820-1 was mild, and attended 
with little or no snow, and the spring was rather 
forward than otherwise, the month of April having 
been warm for the season. But May and June were 
remarkably cold. July was showery and cold, and 
during the harvest, which was late, there were heavy 
rains till its conclusion, which was greatly protracted 
by the prevalence of wet weather. There was in 
consequence a speculative rise in price from 51*. in 
July, to 62*. in September ; but, although the 
condition of the wheat suffered greatly, the bulk 
was large, and the produce considerable. Accord- 
ingly, when it was found that there was no defi- 
ciency in the produce of that harvest, and that there 
were still large quantities of old corn coming for- 
ward, the price fell below 50*. by the end of 1821, 
and to 42*. by the August following. The quality 
of all the wheat of 1821 was very inferior; and 
this inferiority of quality is to be taken into con- 
sideration in the comparative view of the low 
averages in the following year.* 

* Evidence of Joseph Sandars, Esq. before the Lords' Com- 
mittee ou Agriculture in 1836. Question, << To what do you attri- 

G 2 
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The season of 1822 was throughout remarkably 
fine ; — a mild winter, a genial spring, and a hot 
summer. The spring crops suffered from drought, 
but the wheats were universally good in quality, 
and proved to be of full average produce ; and as 
they were secured early, and in condition for im- 
mediate use, the markets were very largely supplied 
with new com, while there was still a great bulk 
of old of inferior quality pressing for sale. 

And while there was thus a great pressure on the 
markets of the supplies of the growth of Britain, 
the imports from Ireland had acquired an extension 
beyona all expectation : thus in 1820 and 1821, 
the importation of wheat alone amounted to nearly 
one million of quarters, whereas in 1817 there had 
been a balance of export to Ireland^ and in 1818 
the balance of imports was only 100,638 quarters.* 

Most assuredly then a fall of prices to the extent 
to which it took place down to the close of 1822, 
viz. to an average price of 38^. for wheat, might 
reasonably enough be expected by any one con- 
versant with markets, and more especially with the 
com markets, as the effect of continued excess of 
supply ; without having recourse to the supposition 
that there was any diminution of the quantity of 
money ; or, in other words, that the gold was dear 



bute the fall of corn in 1822 ? " Answer, " To the very extraor- 
dinary crop in the year 1820, and to the very singular crop in 
the year 1821 : 1821 was a crop on the largest scale: I hardly 
ever knew a larger crop, but it was very much damaged in qua- 
lity by rain ; the quality was injured, and the value was lowered 
in the market." 

* The imports from Ireland in 1819, 1820, and 1821 were as 
follows : — 

Wheat and Flour. Grain and Meal 

of all sorts, 
qrs. qrs. 

1819 - - 151,864 - - 967,861 

1820 - - 404,747 - - 1,417,120 

1821 - - 566,004 - - 1,822,816 
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and not that the com was cheap, that the gold was 
scarce, and not the com in plenty.* In truth, the 
depression of the average price of wheat at the 
close of 1822, is fully accounted for — 

First, by the produce of that harvest coming 
early to market, and being ascertained to be above 
an average in point of quantity, so that there was 
no relief nor any immediate prospect of it, from 
the pressure of the large surplus which was then 
ascertained to be on hand from former years. 

Secondly, by the circumstance of the quality of 
the wheat of 1820, having been only middling, and 
that of 1821 very inferior, which made the holders 
of the old stock press sales at the greatest sacrifices. 
The average prices therefore of the last four months 
of 1822 are to be taken with a large allowance, 
not less perhaps than 5s. the quarter, for mere in- 
feriority of quality. 

So far then there can hardly, it is presumed, 
remain a doubt on the mind of any one who has 
followed the description here given, of the pro- 
ductiveness of the seasons, and of the transition 
from extreme scarcity to superabundance, that the 
fall of the prices of agricultural produce from 1818 
to the close of 1822, is fully accounted for, with- 
out supposing that a diminution of the quantity of 

• The extremely low price of cattle in 1822 attracted so 
much attention, that I insert a statement of the numbers sold 
at Smithfield for the four years ending 1822. 





Neat Cattle. 


Sheep and Lambs. 


1819 • 

1820 - 

1821 - 

1822 - 


- 135,226 

- 132,933 

- 142,133 

- 142,043 


949,900 

947,990 

1,107,230 

1,340,160 



The comparative increase was equally great at Liverpool and 
Hull ; and the supplies at the other markets in England were 
no less superabundant. How, then, can there be any difficulty 
in accounting for the very low prices of meat at that time ? 

G 3 
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money must have been, or was, the originating 
or accessary cause.* 



Section 4. — State of Prices on the Continent of 

Europe. 

If the facts in proof of the transition from scarcity 
to abundance of productions both of home growth 
and imported, be held to be insufficient to account 
for the fall of prices, without calling in the aid of 
the hypothesis of a diminished quantity of money 
under the operation of Peel's bill, it must be on 
the ground of something local, or peculiar to this 
country, and not common to us with other coun- 



• The fall of the prices of provisions in 1821 and 1822 had 
the usual effect of calling forth complaints of agricultural dis- 
tress, in consequence of which a Committee of the House of 
Commons was appointed in 1821 ; and again in 1822, to inquire 
into the causes and the means of remedy of the distress. A 
very able report from the former led to no practical conclusion. 
But the result of the report of the latter was an act passed in 
the session of 1822, which materially altered the law of 1815. 
The law of 1822 bore, upon the face of it, the false pretence of 
a relaxation of the then existing law, inasmuch as the limit of 
total prohibition was reduced from 80*. to 70*. per quarter for 
wheat, and in that proportion for other grain. But a duty of 
12ff. attached, if the price was under 80*., and a further duty 
of Ss, for the first three months, making 17*. duty on wheat, 
during the first three months after the price should have ranged 
between 70*. and 80*. And at a price above 80*., and under 85*., 
the duty was to be 5*., and an additional 5s, for the first three 
months, making a duty of 10*. on wheat, during the first three 
months after the price should have ranged between 80*. and 
85*. At or above 85*. the duty to be 1*. But the act was not 
to come into operation until the ports should be open under the 
law of 1815, by the average price of wheat reaching 80*. ; and 
as that contingency did not arrive before the passing of the act 
of 1828, which is now in force, the law of 1822 became extinct 
without having ever been called into effect. If the act of 1822 
had come into operation, its effects, as might easily be shown, 
would have been to inflict upon the community a much more 
oppressive monopoly thart that of the act which it was meant 
to supersede. 
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tries, unless upon the further hypothesis, that the 
effect of that measure deranged the currencies of 
other countries, as it is said to have deranged our 
own. Not only, however, is the fact of abundance 
as the sufficient cause of the fall of prices in this 
country denied, or superciliously doubted, but the 
fact of a fluctuation of prices on the Continent of 
Europe, and especially in France, corresponding 
in any degree with that which had taken place in 
this country, down to the period under consider- 
ation, has been either expressly denied, or passed 
over without notice, or, if in any degree admitted, 
has been summarily disposed of, by referring it to 
the all-powerful agency of the asserted alterations 
in the system of the currency of this country. 

Mr. Matthias Attwood must be considered as 
being not only the most eloquent, but one of the 
most able ana best informed of the expounders of 
the doctrine, which refers all the great fluctuations 
of prices to alterations in the system of our cur- 
rency. It would not therefore be doing justice to 
that doctrine to withhold his view of the state of 
things at the period which we are now considering, 
with reference to the several points here alluded to, 
as conveyed in the following extract from the re- 
port of a speech of his in the House of Com- 
mons, on the 10th July, 1822, on a motion of Mr. 
Western's to take into consideration the state of the 
currency : — 

^* The question as to foreign prices, was one on which much 
mis-statement had taken place, and on which it was of import- 
ance to have the real facts before them, as they threw light 
on our own situation. But first he desired the House to con- 
sider to what extent, and how universal the fall of prices in this 
country had been, and, to exhibit that, he would refer again to 
that paper, which had been delivered to the Agricultural Com- 
mittee of the last Session of Parliament, by Mr. Tooke, and 
which contained a list of the prices of thirty of the most im- 
portant articles of commerce and manufactures, selected as ex. 
hibiting the extent of fall of prices which had taken place on all 
commercial commodities generally. If these prices were con- 

G 4 
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tinucd doMrn to the present time, the result which the list would 
exhibit was this, — that from the month of May 1818 to May 
1822, the first of these periods being that when the second ex- 
periment for altering the standard of value had commenced, 
the prices of all those commodities had fallen to the extent of 
40/. in 100/., and that was nearly equal to the fall of agricultural 
prices since the same time.f \Let this fact, then, be applied to 
the question as to foreign prices. Was it asserted that a fall of 
prices as sudden, as great, and universal, as this had taken place 
on the Continent at large ? If so, it led necessarily to one of 
these two conclusions]: — either that all productions had every 
where suddenly increased, in quantity ; or that money had been 
reduced in its quantity ; for the proportion between money and 
commodities had altered, and one of these two conclusions must 
therefore be of necessity admitted. Either all the productions 
of all industry, all climates, and all countries, had suddenly 
increased (which it was impossible to believe), or otherwise, 
from whatever cause, a reduction in the amount of money ge- 
nerally in circulation had taken place. With respect to this 
country, where, beyond any question, the fall of prices which 
had taken place, was to the extent of nearly one half on all 
property and commodities, the reduction which we had forcibly 
made in the amount of money in circulation, was fully adequate 
to occasion that fall : it was, in fact, impossible, that such a 
reduction could be effected without such a fall of prices follow- 
ing ; and doubtless these operations on English currency must 
have materially deranged the monied system of Europe, and 
have affected more particularly those countries more exclusively 
connected with England, and which formed the channels through 
which the bullion of England had at one period been dispersed, 
on the Continent, and at another period been drawn back. 

<< But the real fact was, that no such fall of prices as that 
experienced here, had taken place generally on the Continent ; 
and he referred individually to France, which the Honourable 
Member for Portarlington had particularly referred to, as ex- 
hibiting a fall of prices as great as in this country, and this fact 
he distinctly contradicted ; and asserted, that no material de- 
pression in agricultural produce or in property generally existed 
in France. He maintained that no material rise, in the monied 
price of agricultural productions, had taken place in France 
during the whole period of the war, during that period which 
had been distinguished by so great a rise of prices in this 
country ; and that no material depression had taken place since 
the peace ; and as tliis must be of necessity well known to many 
members present, and as he saw that honourable gentlemen op- 
posite assented to that fact, he would not therefore go into the 
proof of it from tables and authorities which he possessed. But it 
followed from thence, that the rise and fall of prices which had 
been experienced here, had arisen from causes peculiar to this 
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country, and not common to U8 with the Continent at large, as 
had been so repeatedly asserted. 

" It appeared, however, that there was one part of the Con- 
tinent, which was Flanders, where, whether from its more inti- 
mate connexion with England, from a derangement at one time 
of its own currency, which there was, he understood, some 
reason to believe had existed, or from whatever cause, a rise 
and fall of prices nearly equivalent to our own had taken place." 
— Hansards Parliamentary Debatesy vol. vii. p. 1615. 

The fact of general abundance, about which 
such wonder and incredulity are expressed, may 
be strange, but it is not more strange than true ; 
and the more minutely the evidence of the fact 
is investigated, the more indisputably will the con- 
elusion be established. Nor is the fact of general 
abundance, between 1819 and 1822, more strange 
than the fact equally well attested of general scar- 
city between 1815 and 1818. At the same time the 
wonder, as to the existence of general abundance, 
might, perhaps, be abated by expressing the fact 
in different terms ; namely, as a cessation of the 
previous scarcity, with the further cause of plenty 
and cheapness, by a diminished cost of production. 
Enough, to that effect, has been shown in the 
foregoing sections. But in the extract here given, 
the importance of a reference to the state of prices 
on the Continent of Europe, and especially in 
France, is expressly admitted : the fact of such 
a great rise and fall of prices, as had recently been 
experienced in this country, having its counter- 
part on the Continent, is, with the single excep- 
tion of the case of Flanders, distinctly denied. 
At the same time, a resource is provided against the 
event of proof of such coinciaence being offered, 
by the simple assertion that, " the operations on 
English currency must have materially deranged 
the monied system of Europe.** It has already 
been seen, that the prices of corn in France had 
fluctuated in a still greater degree, between 1808 
and 1814, than they had done in this country, and 
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that in I8I7 a large quantity, at the highest of 
our quotations, had been exported from hence to 
France. Of the previous existence of dearth, 
and of the transition from that dearth to great 
abundance, and consequent distress of the agricul- 
tural interests, there cannot be more authentic 
Eroof, or unequivocal evidence, than is afforded 
y the following extracts from an address of the 
Chamber of Deputies to the King of France, on 
the 26th of November, 1821, and of his an- 
swer : — 

" Organs of the gratitude and filial piety of your subjects, 
we do not fear that we shall diminish a joy so pure, by causing 
to be heard at the foot of your throne, the respectful com* 
plaints of the agricultural interests, the fruitful nurse of France. 
Their continually increasing distress in the departments of the 
East, West, and South, proves the inefficacy of the tardy 
precautions, which are opposed to the fatal introduction of 
foreign corn." 

Answer. — "I know the difficulties which attend the sales of 
corn. Notwithstanding the recollection of a recent dearth, I 
have, for the first time, restrained the importation of foreign 
grain. The laws have been executed ; but no law can prevent 
the inconvenience which arises from a superabundant harvest. 
The whole of Europe experiences it at this moment." 

As the rise of prices in France, in I8I7, had 
been greater than in this country, so likewise was 
the fail more rapid, and to a lower level than 
here. 

Thus, for instance, while the price in this coun- 
try, by the Gazette returns, was, on an average, 
for the year 1819, 725., the average price in 
France had fallen in 1819 to 47*. 2rf., and fell 
eventually below 40*. 

Not only were the fluctuations in the price of corn 
in France as great as they had been in this country, 
and in some instances greater j but those of many 
other, indeed of most other, articles of consump- 
tion, had been on a larger scale of variation be- 
tween 1808 and 1822, than they had been here. 
Coffee and sugar, for instance, which were at 4rf. 
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to 6d. the pound in this country in 1811, were at 
4*. to 6s. the pound in France. Indigo, cotton, 
and tobacco were equally out of all ordinary pro- 
portion there to the prices in this country, and the 
fall had since been more than 50 per cent. On 
what grounds therefore the tables referred to in 
Mr. Att wood's speech, as proving the negative of 
such variations, were constructed, it is not easy to 
conceive. 

A similar fall of prices to that which occurred 
in France between 1817 and 1822, was experi- 
enced throughout the greater part of the Continent 
of Europe, and, in some instances, the transition 
was still more striking. We have seen to what a 
height the price of corn had reached during 1816 
an(ri817, in the South of Germany. The fall in 
the two following years was great and rapid ; for 
instance, 

Vienna, - March, 1817, - 11 4-*. 

September, 1819, - 19*. 6d. 

Munich, - September, 1817, - 151*. 

September, 1820, - 24*. 5d. 

In the North of Germany the fall, although not 
so great as in the South, was to less than one 
half. 

At Christiana in Norway, the fall was from 81^. 
lOd. in 1817, to 26^. 8d. in 1822. 

Mr. Blake, in his work, ** Observations on the 
Effect of Government Expenditure," which has 
already been quoted, says, — 

'< A gentleman from Piedmont informs me, that the same 
measure of corn, raised upon his own estate, which, during the 
war, sold at 9 francs, now (1822) sells at 3, and has done so 
ever since the peace *, although, during the whole period, the 
circulating medium of Piedmont has consisted of coined money 
in its most perfect state. A letter was shown to me, written 



* This must mean after 1817, because in that year the prices 
of grain in Italy had been nearly as high as in any period of 
die war. 
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by a merchant in Holland to his correspondent here, stating, 
that the rent of land about Utrecht had sunk to one third, owing 
to the great fall of prices." 

At Udine, the great mart for grain in the Vene- 
tian provinces, the price fell from 99^. 6§rf. in 
1816 to 31*. 7^rf. per quarter, in 1819. At Fiume, 
from 88^. lid. to 29*- 9d. And in the Papal do- 
minions the prices were, 

1816. 1819. 

Ancona, - 72s. - - 29*. 4€?. 
Senegallia, 765. lOd. - 28*. lOd. 

Pesaro, - 73*. Sd. - 29*. Sd. 

At Lisbon, the fall was from 117*. Gd. in 181 7» 
to 54*. 2rf. in 1819. — See Consular Returns laid 
before Parliament. 

Here surely is abundant proof, that the fall had 
not been confined to this country, or to this coun- 
try and Flanders only. And it is to be observed, 
that these were prices not acted upon by any 
influence from hence, inasmuch as the principal 
rise of them had not been preceded by any de- 
mand for export hither, and the fail was so much 
greater and more rapid than that which had oc- 
curred here ; besides that, the places were few of 
them in direct communication lor the purposes of 
the corn trade with this country. 

In none of the states in which this great transition 
from high to low prices took place, does it seem to 
have occurred to the governments, or to their sub- 
jects, that it had its origin in any, but the very ob- 
vious causes ; namely, the change from bad to plen- 
tiful seasons, and the removal of obstructions to 
foreign supplies. Accordingly, in the address of the 
French Chambers, it was not the currency, but the 
foreign importations that were the subject of com- 
plaint. 

It was reserved for the opponents of PeePs bill, in 
this country, to discover, " that the operations on 
English currency must have material^ deranged 
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the monied system of Europe.'* And these oper- 
ations on English currency are said to have been 
" such a reduction, fordhty made in the amount of 
money in circulation, as was fully adequate to occa- 
sion that fall of prices." 

The constantly reiterated remark is in the 
foregoing extract urged, of the effect of " the bul- 
lion dispersed on the Continent from England at 
one time, and at another period drawn back.'* 

The utter insignificance of the utmost possible 
effect from this last mentioned circumstance, has al- 
ready been shown, upon grounds that it is presumed 
must satisfy any unbiassed reasoner. But if the 
influence of such a cause could have the effects 
ascribed to it, its operation would, in the cases 
cited, of the fluctuation of prices, between 1815 
and 1820, have been in an exactly opposite direction 
to that which is inferred. For it has been seen, that 
bullion was flowing largely into this country, co- 
incidently with the great rise of prices on the 
Continent in 1816 and 1817 ; and that it flowed out 
of this country in 1818 and 1819, coincidently with 
the great and rapid fall of prices on the Continent, 
the fall being, in some instances, below the level 
from which they had risen ; the stock of bullion 
in this country, during that fall of Continental 
prices, being as low as, according to all grounds of 
computation, it had been on an average, during 
the restriction. 

How far there are grounds for the asserted de- 
rangement of the monied system of Europe by 
" operations on English currency** as accountmg for 
the fall of Continental prices, which for extent and 
rapidity was most observable in 1819, will appear 
in the examination now to be entered upon, of the 
state of the circulation, in the interval from the 
commencement of 1819 to the close of 1822. 
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Section 5. — State of the Circulation from 1819 

to 1822. 

Among other instances incidental to the cur- 
rency theory, of transposing facts in the as- 
sumed relation of causes and effects, in a manner 
the very reverse of their actual occurrence, 
there is none more striking than the asser- 
tion, that the operations of the English currency 
deranged the monied system of Europe, in the 
period now under consideration. This is not only 
not true, but the very reverse of the truth. It 
was the financial operations of the principal states of 
the Continent of Europe, by large loans negotiated 
in 1817 and 1818* that deranged the English cur- 
rency. Had it not been for those financial opera- 
tions of the Continental states, the resumption of 
cash payments, in this country, would have taken 
place as a matter of course in 1818. 

It is well known, that soon after the negociation 
of the loan, which was raised in 1818, by the 
French government, for the purpose of enabling 
it to fulfil its engagements witn the allied powers, 
as a condition of their army of occupation quitting 
the territories of France, and upon the approach 
of the period for the departure of the allied 
troops, a sudden and great tall of the French funds 
occurred. The contractors for the loan applied 
for and obtained an extension of the time, for the 
fulfilment of their engagements ; but many indi- 
viduals and firms, who had speculated largely in 

• Loans raised in Europe in the years 1817 and 1818, exclu- 
sive of England : — 

27,700,000 - - - France. 

2,800,000 - - - Prussia. 

3,600,000 - - - Austria. 

4,500,000 . - - Russia. 

^^38,600,000 Total. 
{Append, to Lords* Com. on Cash Payments^ p. 424, 1819.) 
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the same view in the French funds, were ruined 
by the very great fall which those funds had ex- 
perienced. In consequence of this great fall in 
the French funds, combined with the great and 
sudden fall of the prices of grain on the Con- 
tinent, extensive failures occurred in Paris, Mar- 
seilles, and other parts of France, as also in Holland, 
and in Hamburg, in 1818, before any indication 
had appeared of discredit, or of any material pres- 
sure on the money market in this country. Those 
failures on the Continent entailed heavy losses on 
their connections here, and contributed to the 
commercial discredit which soon after began to 
manifest itself on this side, in aggravation of the 
reaction from the overtrading in this country, as 
also in the United States of America. A loan had 
also been negociated in the course of 1818 for the 
Russian government, the payments for a large 
proportion of which, as our importations from Rus- 
sia of com and other produce were, in that year, 
on a scale of unusual magnitude, were made by 
exports of bullion thither ; thus adding greatly 
to the pressure on the money market, and at the 
same time exhibiting the phenomenon of prices 
falling rapidly on the Continent of Europe, much 
more rapidly than here, while bullion was flowing 
thither from hence, and calculated, therefore, ac- 
cording to the theory in question, to improve their 
monied system, and to raise their prices. 

These facts, which rest on indisputable evidence, 
prove, beyond the possibility of question, that 
whatever there might be of derangement of the 
currency in 1818, and the commencement of 1819, 
originated on the Continent of Europe, being the 
very reverse of the state of things supposed and 
asserted in support of the currency doctrine. 

And equally remote from the truth will be 
found to be the hypothesis of a forced reduction, 
by the Bank of England, of the amount of the 
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currency, with a view to the resumption of cash 
payments. 

That the directors did not make an effort during 
any part of 1818, to counteract the drain on their 
treasure, by a reduction of their issues, has al- 
ready been shown. And how stands the fact, 
as to 1819 ? Why, that in August of that year the 
amount of Bank notes was actually higher than 
it had been in February preceding, when the bul- 
lion committee was first moved tor ; and that a 
renewed advance to the extent of three millions had 
been made in that interval, by the Bank to govern- 
ment. The comparison of the position of the Bank 
in February and August 1819, may be collected 
from the following statement : — 

27th February, 1819. 
Circulation. Securities. 

Notes of 51. & upwards £ 1 7,772,740 Public ^^ 22,355, 1 1 5 

Under 5/. 7,354.,230 Private 9,099,885 



25,126,970 31,455,000 

Deposits 6,413,370 Bullion 4,184,620 



Liabilities 31,540,240 Assets 35,639,620 

31st August, 1819. 
Circulation. Securities. 

Notes of 5/. and upwards 18,017,450 Public 25,419,148 

Under 5/. 7,285,340 IVivate 6,321,402 



25,252,790 31,740,550 

Deposits 6,304,160 Bullion 3,595,360 



Liabilities 31,556,950 Assets) 35,335,910 

There are few instances, in which the situation 
of the Bank has undergone so little alteration, in 
an interval of six months, the only difference, 
worth notice, being an addition of somewhat more 
than three millions to the public securities, and a 
diminution of nearly that amount of discounts. 
But this difference is material in a double point of 
view. According to the opinion which has been 
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referred to, of the ultra currency doctrine, the 
paper issued in advances to the government has 
a greater influence on prices than when issued 
through other channels, and, therefore, in this in- 
stance, ought to have raised prices. On the other 
hand, the diminution of discounts proves, in the 
first place, that the rate of interest was falling, 
and what is of more importance, that whatever 
had existed of commercial distress, as the con- 
sequence of the overtrading, which had prevailed 
in 1818, had abated, if it had not altogether 
ceased. 

It was, however, in this very interval, ending in 
August 1819, in which there is not the vestige of 
preparation for cash payments, by a contraction 
of the circulation, that the principal part of the 
fall of prices, resulting from the large importations, 
had taken place. And yet it is to the operation 
of Peel's bill, which, as relates to the regulation of 
the Bank issues, or of any part of the position of 
the Bank, was utterly without effect, that the fall 
of prices of many of the leading articles of mer- 
chandise, cotton especially, has been ascribed, 
while as regards the cotton trade more distinctly 
than any other branch of trade, it has been seen, 
that the reverses experienced had their origin in 
circumstances anterior to the possibility of the 
operation of that measure. As to agricultural pro- 
duce the fall of prices in the interval here alluded 
to was, as we have seen, and may again have oc- 
casion to observe, not to any important extent. 

In truth, although from such large importations 
alternating with previously scanty supplies, the 
fluctuations of price had been considerable between 
1817 and 1819, the pressure on the money market, 
as may be clearly inferred from the amount of dis- 
counts at the Bank, and as admits of being proved 
by historical evidence, if it were worth while (which 
it is not where the grounds of inference are so 

VOL. II. H 



98 PRICES AND CIRCULATION, 

m 

clear), was very far short of what it was on many 
occasions before, and has been on two memorable 
occasions since. The pressure, such as it was, is 
so distinctly referable to the effects of overtrading, 
which is not, as modern experience abundantly 
shows, the exclusive growth of the Bank restric- 
tion, that it is the mere casual coincidence in point 
of time, with the introduction and passing of PeeFs 
bill, that gives even the shadow of a pretence for 
connecting this measure in the relation of cause and 
effect with the necessary reaction from the over-ex- 
citement of the immediately preceding period, and 
for the inference, that because prices fell after the 
passing of PeeFs bill the fall was caused hy^ or, as 
It is more speciously said, was the consequence of 
that measure. 

It was distinctly assumed, as well in the evi- 
dence before the Bullion Committee, as in the 
debates in Parliament upon the bill in 1819, 
that the amount of Bank of England notes then 
in circulation was about twenty-five millions ; and 
it was with reference to that amount that Mr. 
Ricardo gave it as his opinion (and the opinion 
which I had occasion to give was to the same effect), 
that for the purpose of the restoration of the value 
of the paper, little, if any, contraction would be 
found necessary. 

Now, it has been seen, that no reduction had 
occurred in the circulation of the Bank of Eng- 
land at the end of August 1819 ; and yet in the in- 
terval from February 1819 to the August following, 
the price of gold had fallen from 4/. \s. to 31. 18^., 
or, in other words, to the Mint price, the differ- 
ence not being worth mentioning; and the ex- 
changes had risen on Hamburgh from 33. 11. to 
35. 11., and on Paris from 23. 85. to 25. 10. In this 
interval not one of the ingots which had been pro- 
vided by the Bank, and which the holders of Bank 
notes were entitled to demand at the rate of 4/. Qs. 
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the ounce, was called for as a matter of business, 
although it is said, that one or two were applied for 
as a matter of curiosity. And as from the state 
of the exchanges, which were already at par, and 
were still rising, there could be no doubt of an 
approaching influx of bullion in the actual state of 
the circulation, it was perfectly clear, that no re- 
duction of the amount of Bank notes was at that 
time necessary, with a view to compliance with 
the provisions of PeePs bill. No part of those 
provisions had influenced in the slightest degree, 
the operations of the Bank, since the passing of 
the bill, or even since the appointment of the 
committee, — no repayments by government in that 
interval — no refusal or limitation of discounts — 
no call upon the Bank for gold at the prices of the 
scale fixed by Peel's bill. In what conceivable 
way then can it be maintained that that measure 
operated in obliging the Bank to curtail its issues, 
with a view to prepare for cash payments ? After 
the rapid rise of the exchanges, to, and above 
par, what rational motive could the Bank of Eng- 
land have to reduce its issues ? None, certainly. 
And that no designed contraction did take place 
is clear from unquestionable testimonies. The 
following is an extract from a publication in 1822, 
by S. Turner, Esq., an ex-bank director : — 

" With regard to the effect of Mr. Peel's bill on the Bank of 
England, I can state, from having been in the direction during 
the last two years, that it has been altogether a dead letter. 
It has neither accelerated nor retarded the return to cash pay- 
ments, except as, by ordering the repayment of ten millions of 
exchequer bills to the Bank, it enabled it to expend those ten mil- 
lions in the purchase of bullion without in any way curtailing its 
other advances. The directors of the Bank of England, as plain 
practical men, have pursued plain practicable means, without 
turning to the right hand or to the left, as converts to the new 
doctrines promulgated by the Bullion Committee, and by so 
doing, have already thrown into general circulation within the 
last twelve months, more than eight millions of sovereigns, 
without having diminished, except in the most trifling degree, 
the usual average of its notes of five pounds and upwards." 

H 2 
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In the House of Commons, upon a discussion 
on the subject of the currency, 12th June, 1822. 
Mr. Pearse, one of the senior directors of the Bank, 
said that 

" The honourable member for Portarlington (Mr. Ricardo) had 
charged the Bank with error and indiscretion, in having become 
too extensive purchasers of gold, in consequence of the passing 
of the act of 1819. The fact was, that the Bank were quite 
passive in taking the gold from the merchants who offered it for 
their purchase. The consequence, however, had been, that 
bullion had been paid whenever it had been demanded ; that 
an issue often or eleven millions of sovereigns had taken place. 
Ever since he had been connected with the establishment, he 
had been invariably against all forced or artificial measures.'* 

The question whether, in point of fact, the cir- 
culation as depending on the Bank of England, 
was contracted after August 1819, when the paper 
had been already restored in value to a par with 
gold, without any reduction, is complicated and 
subject to controversy, by the issue of gold coin. 
Before the close of the interval now under con- 
sideration, a large amount of gold coin came into 
circulation, and served as a substitution not only 
for the small notes of the Bank of P^ngland, but for 
some of those of 5/. and upwards. 

There has been occasion to observe, that in 
the discussions on the increase of the Bank 
circulation, during the restriction, it was the 
practice in support of the charge of depreciation 
irom undue enlargement to swell the relative 
amount, by including the notes under 5/., although 
these were clearly in substitution for, but not 
fully supplying the room of the guineas, which 
had been displaced. So in support of the doc- 
trine, that to the contraction of the currency is 
attributable the fall of prices subsequent to 1817, 
it has not been unusual to compare the relative 
amount of the Bank circulation, including the 
small notes, but making no allowance for the 
substitution of sovereigns ; and accordingly, there 
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is no extravagance of conclusion to which this mode 
of comparison has not been made subservient. 

The amount of gold coin issued by the 
Bank in exchange for the notes which they 
engaged to pay in cash, by their notices of 
the 17th of April and 1st of October, I8I7, 
was 4,308,833/.* Of this amount the greater 
part was probably exported, as the exchanges in 
1818 were such as to make the exportation profit- 
able. But there is reason to believe that some 
part remained in circulation, because the notes 
under 5/., which in 1815 and I8I6 amounted to 
upwards of nine millions, did not, in 1817> exceed 
seven millions five hundred thousand pounds ; and 
as there is no ground for supposing that there 
were fewer interchanges requiring a one pound 
Bank of England note, or a sovereign, the infer- 
ence is, that the reduced amount of the small 
notes was made up by sovereigns. There was a 
further reduction of Bank of England small notes 
in 1820 below seven millions, and as the exchanges 
were then such as greatly to favour the influx of 
gold, it is highly probable, that in the quantity of 
gold imported, there were sovereigns which came 
directly into circulation, so as not only to displace 
some of the small notes, but to form an addition 
to the whole circulation. According to this view, 
the amount of the circulation in 1820 would not 
vary materially from what it had been 181.9. 

But although there are no means of ascertaining 
whether the Bank notes and sovereigns together 
made up for the difference of the Bank paper in 1820, 
as compared with 1819, there is no doubt, that in 
1821, and still more in 1822, the basis of the cur- 
rency, as consisting of Bank of England notes and 
gold coin, exceeded in amount what it had been 
in I8I9. The comparison will stand thus: — 

• Appendix to Lords* Bullion Report, 1819, p. 374. 
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1821. Average of Notes of 51. and upwards, Hj^SSjS^S 
Lowest amount of Notes under 5L - 1,950,000 
Sovereigns issued - - - 7,4?84',501 

26,863,343 



1822. Average of Notes of 51. and upwards 16,824,605 
Lowest amount of Notes under 51. - 750,000 
♦ Sovereigns issued, • 1821, 7,484,501 

1822, 4,364,085 

11,949,798 



^29,524,403 



There can be no hesitation in pronouncing these 
sums to be representations as correct of the amount 
of the basis of the currency as if the sums had 
consisted altogether of Bank of England notes, 
instead of being partly notes and partly gold 
coin, because from the state of the exchanges it 
was utterly impossible that there should have been 
any inducement to export the coin, unless in a 
few instances, as pocket pieces. According to 
this statement then, there was a considerable in- 
crease of the basis of the currency in 1821 and 
1822, as compared with the amount at the time of 
the passing of PeePs bill ; and this interval of two 
years includes the principal phenomena of the fall 
of prices, and of the general depression ascribed 
to that measure. 

The restoration, therefore, of the value of the 
paper to its metallic standard, having taken place 
within six months after the appointment of the 
Bullion Committee, and within three months 
after the passing of PeePs bill, no reduction of 
the amount of Bank notes having taken place 
in the interval, and the final resumption of cash 
payments having taken place in 1821 and 1822, 
after a substitution of sovereigns for the small 
notes of the Bank of England, coincident with 

* Appendix to Report of the Committee on the Bank Charter, 
1832, p. 72. 
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an increase of the issues^ paper and coin together 
from the Bank, PeePs bill must be pronounced to 
have been wholly inoperative in producing any 
contraction, none havmg occurred in the basis of 
the currency. 

But it has been urged that the provisions of Peel's 
bill, by directing a repayment to the Bank of a certain 
amount of its advances to government, necessarily 
occasioned the withdrawal of Bank notes from 
circulation to that extent. It is evident, however, 
by the fact of an increased issucy after such repay- 
ment, that there were other channels through 
which the sums repaid by government were re- 
issued ; and the main question is, as to the quantity 
of money, and not as to the manner in which it 
came into circulation. 

In February, 1822, in consequence of the com- 
plaints of agricultural distress, which are invariably 
attendant upon the cessation of a dearth of provi- 
sions, although the bulk of the community was 
deriving the benefit of abundance and cheapness*, 
the ministers in deference to the parties urging 

* The following extracts from the speech (26th February, 
1822,) of Lord Liverpool, in which he introduced the measure 
in the House of Lords, exhibits in a very striking point of view, 
the most decisive proof of the general prosperity of the country, 
while the landed interest was suffering from the fall and low 
prices of provisions. 

" In the course of the last year the revenue exceeded the re- 
venue of the preceding year by more than a million sterling; an 
increase calculated on those articles, subject to the same amount 
of taxation in both years. This increase is not only a material 
fact in itself, but becomes still more so as connected with other 
important considerations. Your Lordships may naturally ask, 
But how has this revenue been collected ? with what degree of 
pressure upon the people ? In answer, I can positively assert, 
that there never was any year's revenue collected with less 
difficulty or arrear. Out of about twenty-seven millions of 
excise duties, to be collected in the year, there is not a de- 
ficiency of more than 5000/., and even of that residue there 
is a prospect that the greater part will be collected. So that, 
not only has the revenue increased, not only does it continue 
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those complaints, proposed to parliament certain 
resolutions, authorising an issue of four millions of 
exchequer bills, for the purpose of being advanced 
by government in loans to parishes, and generally 
for the promotion of public works. This notable 
scheme was with a view, as it was intimated, of en- 
larging the circulation and stimulating speculation, 
or in other words, raising prices : the resolutions 
were passed, and the powers were granted ; but 
they failed egregiously of the proposed effect. The 
circulation of Bank notes, an increase of which 
was the professed object of the measure, was dimi- 
nished instead of being enlarged, between February 
and August, 1822; and although the securities of the 
Bank were increased by one million two hundred 
thousand pounds in August, as compared with Febru- 
ary 1822, that increase was more than compensated 
by an increase, on the other hand, of the deposits 
to the amount of one million seven hundred thou- 
sand pounds. But the main purpose, namely, that 
of raising prices, was so far from being accom- 



to increase, but it appears to press more lightly on the people, 
than at many former periods." 

And in a subsequent part of his speech, Lord Liverpool 
added : — 

" When the Noble Earl (Stanhope) says, that the low prices, 
incident to the distress which agriculture suffers, benefit no 
man, I answer, that although I sincerely wish the distress did 
not exist, I cannot be blind to the fact, that they certainly do 
benefit a great ttiajority of the people. Do they not benefit 
the annuitant and mortgagee, who were, during the war, the 
principal and almost the only sufferers. In all large towns they 
have occasioned considerable benefit by the fall of the poor 
rates. I have been at some trouble, my Lords, to ascertain the 
real state of the case, and I can pledge myself to the accuracy of 
this statement. In this metropolis, in which your Lordships are 
now sitting, never were the lower orders of the people in a better 
condition than they are at the present moment. So that when 
the noble earl says, that the low prices, incident to the distress 
of the agriculturist, have not been beneficial to anybody, he 
certainly labours under a great mistake, for that distress, how- 
ever much to be lamented in itself, is accompanied by a con- 
siderable benefit to a great proportion of the people." 
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plished, that they fell progressively to the end of 
the year, and a twelvemonth elapsed before, from 
totally distinct causes, the prices of provisions ex- 
perienced the so much desired advance. 

It may still be contended, however, that if the re- 
payments had not been made, the circulation of the 
Bank of England might have been larger by that 
amount. This does not follow, inasmuch as there 
would, in all probability, have been a diminution, on 
the one hand, of private securities, and an increase, on 
the other, of the amount of deposits. But if the re- 
payment were supposed to have the effect, which, 
under the circumstances it had not, of diminishing 
the circulation. Peel's bill cannot in fairness be 
charged with having rendered necessary any part 
of such repayment (taking the advances as they 
stood in February 1819) beyond what would, in all 

f)robability, have been made by 1822, if that bill 
lad not passed. 

The repayments which took place subsequently 
to 1819, were clearly not necessary or desirable to 
the Bank. The rapid rise of the exchanges in- 
sured a great influx of gold, and proved that the 
circulation required no reduction. It would, there- 
fore, have argued great mismanagement on the 
part of the Bank directors, if thfey had, under such 
circumstances, urged the repayment from govern- 
ment, as the means of enabling them to pay in 
gold ; and the promoters of Peel's bill would not 
have been accountable for the consequences of 
such mismanagement. 

But thore does not appear to be sufficient reason 
for imputing to the Bank directors of that time 
such ignorance of their position. The state of the 
money market had become such as made it highly 
expedient for the government, in its financial ar- 
rangements, to reduce the amount of the unfunded 
debt, which was inconveniently and dangerously 
large; and the opportunity for such reduction 
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presented itself in the great fall in the market rate 
of interest and the rise of the funds, which oc- 
curred between 1820 and 1822, in which interval 
the repayment was completed. Whether, there- 
fore, the repayments by government had produced 
an actual diminution of the Bank issues (which they 
did not), or whether they prevented such an en- 
largement of the circulation as might otherwise 
have taken place (which they probably did), in 
neither case could the effect be imputed to Peel's 
bill, as it is highly probable that such repayments 
were regulated mainly by the financial views of 
government, and it would be a new and somewhat 
dangerous doctrine, to contend that government 
ought to enlarge or diminish the unfunded debt, 
not according to views'strictly financial, but accord- 
ing to their notions of the proper amount of the 
circulating medium. 

It is perfectly clear, therefore, that there is not 
the shadow of a pretence for imputing to the oper- 
ation of Peel's bill any thing like a forcible reduc- 
tion of the issues of the Bank ; for that, in point 
of fact, it had no influence whatever on the amount 
of the circulation. 

This opinion of the inoperativeness of Peel's 
bill, on the amount of the circulation, supposes, 
however, that it was not in the alternative of 
a debasement of the standard, or of an unlimited 
and irredeemable compulsory paper currency. The 
former of these alternatives was entertained and 
suggested by a small number only, who, as has 
been observed, had no definite plan ; the latter 
was not contemplated, or, if contemplated, was 
not ventured to be avowed by any one, except 
here and there by some wild projector. There 
were, in point of fact, only two alternatives 
that came properly under consideration of the le- 
gislature in 1819, namely, to continue the restric- 
tion, as it had from time to time been extended 
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for one, two, or three years further, without any 
intermediate payment in gold at a fixed price ; or^ 
to leave the continuance of the restriction to the 
convenience and discretion of the Bank directors ; 
they engaging according to their own suggestion, 
in the meantime to pay their notes in gold, if re- 
quired, at the market price. 

The debates upon Peel's bill turned chiefly upon 
the compulsory clauses, enforcing the payment of 
bullion according to the scale. These clauses 
were considered objectionable, as being calculated 
to oblige the Bank forcibly to contract its circula- 
tion, for the purpose of paying in bullion at the 
prescribed periods, and any very strict limitation 
of time, for the eventual resumption was ob- 
jected to by the friends of the paper system on the 
same ground. But to the principle of the eventual 
restoration of the value of paper to gold at 31. 17s. 
lO^rf., there was a pretty general assent, the chief 
exceptions being those already mentioned. But 
whichever of the alternatives here referred to had 
been adopted, the same result, as relates to the 
amount of the circulation of Bank paper, the time 
of the restoration of its value, and the final re- 
sumption of cash payments, would have occurred 
as the inevitable consequence of the state of things 
which existed in 1819 and 1820. 

I refer to the fall in the market rate of interest, 
and the consequent contraction of the channel for 
the issue of Bank notes through the discount of 
mercantile bills — the improved state of the finances, 
which enabled and induced government to diminish 
the unfunded debt — the large sums due from 
abroad, for the unusually extensive exports of 1818, 
the means of returns, excepting in gold, being at 
the same time abridged by the shutting of our ports 
against the importation of corn, and by the glut 
which prevailed here of other foreign products, in 
consequence of the large importations of 1818 — 
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these circumstances combined to determine the 
tide of the metals so strongly into this country, 
that nothing but a very unusual effort on the part 
of the Bank, involving a departure from its ordinary 
rules, in extending its securities at a greatly re- 
duced rate of interest, which might have had the 
effect of hastening the direction of capital to foreign 
investments, could have prevented, or even mate- 
rially have retarded, such influx. Instead, there- 
fore, of any effort being requisite on the part of 
the Bank to comply with the provisions of Peel's 
bill, it would have required an extraordinary effort 
to render them operative.* 

But if Peel's bill was thus inoperative, and 
therefore innocent of all the evils which have been 
so abundantly, and with so much superfluous elo- 
quence laid to its charge, it may be asked, what 
was the merit of the bill, and what was the ground 
of the importance attached to it by its promoters ? 
— seeing that the same result would have attended 
any of the alternatives proposed, an alteration of 
the standard, or a permanently irredeemable and 
unlimited paper currency excepted. 

The merit of the measure was, as it has since 
turned out, independent of the event. That merit 
consisted in the sanction which it afforded to the 

* Mr. Ricardo does not appear to me to have sufficiently 
appreciated this state of things, when he charged the Bank di- 
rectors with mismanagement, in having prematurely and un- 
necessarily enhanced the value of the currency by their large 
purchases of gold after the passing of Mr. PeeFs bill. His mode 
of expression conveys the dea that the directors made an 
effort to buy gold; that they created a demand for it by a 
designed reduction of their issues for that specific purpose. 
Now, the truth is, that they were perfectly passive, and moved 
only in the ordinary routine of their business: they bought 
gold simply as it was brought to them at or below the Mint 
price ; and it was a matter of indifference, as concerned the 
amount of the currency, whether the gold were taken by the 
importers to the Mint, and thence brought directly into cir- 
culation as coin, or were taken in the shape of bullion to the 
Bank in return for its notes. 
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principle, that the Bank has the power, by the 
regulation of its issues, to preserve the value of its 
paper on a level with that of gold : and the im- 
portance attached to the bill by its promoters is 

fully justified by the consideration that, at the time 
when it was under discussion, there was fair ground 
for contemplating circumstances under which the 
compulsory clauses of the act would come into 
operation. 

Among the numerous contingencies which might 
have rendered Peel's bill operative in contracting 
the circulation, a few, involving no very great im- 
probability, may be noticed. The harvest in 1820, 
proving deficient by more than a fourth, (instead 
of being, as it was, productive by more than a 
fourth above an average,) and the consequent 
opening of the ports to a very large importation of 
com — speculations upon deficiency of cotton or of 
other imported commodities — any great financial 
operation of the French government, — or an earlier 
direction of capital in mining schemes, and loans to 
South America. 

Some of these separately, but more especially if 
combined, would, m an advanced state of their 
progress, have created such a mass of mercantile 
paper, and such a demand for the employment of 
borrowed capital, as materially to raise the rate of 
interest. The applications for discount at the 
Bank would have been greatly increased ; and the 
same cause, viz. a rise in the rate of interest, would 
have made it difficult, or at any rate very incon- 
venient, for government to make any repayment of 
its advances ; or the government might, under such 
circumstances, have been induced to ask for further 
accommodation. But while in this state of thhigs 
there would have been an increased demand for 
Bank notes, a tendency to an efflux of the metals 
to answer the sudden call for payments abroad, be- 
fore any return for increased exports of commodi- 



110 I'RICES AND CIRCULATION, 

ties could meet that call, would have indicated the 
expediency of contracting the circulation. 

In such case it is that Peel's bill would have 
been operative. The Bank directors could not 
then, without putting themselves out of condition 
to conform to its enactments, have granted accom- 
modation in the way of discounts to the extent 
of the applications for it; and instead of making 
further advances to government, the early repay- 
ment of the amount contemplated by the act of 
1819 must have been rigidly insisted on. 

The limitation of discounts below the sums ap- 
plied for, and the necessity which government 
would be under of raising a loan, or of issuing 
exchequer bills at a higher rate of interest to en- 
able it to make the repayment, would have pro- 
duced a great deal of mercantile pressure and 
distress. This state of things would have been 
compatible as it was in the spring of 1796, with 
a high price of com. Although, under such cir- 
cumstances, PeeFs bill would have been strictly 
and severely operative upon other classes : the 
landed interest, so long as the prices of agricultural 
produce were maintained, would not have made 
the discovery, that it was a measure calculated to 
diminish the value of all property. 

It is curious to remark, that the state of things 
which really rendered PeePs bill inoperative for 
the first few years after its enactment, should have 
been taken as the specific ground for the clamours 
against it, while, under the opposite circumstances, 
when it would have been strictly coercive, there 
would not have been the slightest pretence for the 
complaints of those who have been most violently 
opposed to it. 

As regards then the issues of the Bank of Eng- 
land, there appears to be no ground whatever for 
the assertion that they were contracted by the oper- 
ation of PeeFs bill. But it is contended by some 
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of the opponents of that measure, that although 
it had not the effect of reducing the issues of the 
Bank of England, it greatly contracted the issues 
of the country banks, and thus occasioned the fall 
of prices. That a considerable contraction (al- 
though not nearly to the extent generally supposed) 
of country bank notes took place subsequent to the 
passing of Peel's bill, I am perfectly willing to 
admit ; and that this contraction accompanied the 
fall of prices which occurred between 1818 and 
1822, may be equally conceded. But it admits of 
being abundantly shown, that the contraction (ex- 
aggerated as it has been) of the country circulation, 
was the necessary consequence of the rail of prices. 
Of the circumstances which favour an extension 
of the country Bank circulation on the one hand, 
or repress it on the other, abundant explanation 
and illustration have already been given in the 
course of this work. It has been seen, that it is 
of the nature of the circulation of the country 
banks, to be extended under circumstances favour- 
able to speculation, upon the prospect of an ad- 
vance of prices, or upon the opening of new fields 
of enterprise, and to be diminished under the op- 
posite circumstances. During the period of ad- 
vancing prices, and of speculation and general 
excitement, which prevailed from 1816 to 1818, 
there must accordingly have been, as there is the 
strongest presumptive evidence that there was, a 
considerable enlargement of the country circu- 
lation. But at the time immediately preceding the 
passing of PeePs bill, there was a cessation, from 
causes totally independent of that measure, of 
obvious grounds for speculation of any kind. The 
excess of supply of nearly all imported commodi- 
ties in 1819, which continued more or less through 
the two following years, was calculated to dis- 
courage all anticipation of a speedy advance of 
prices, at the same time that the fall of prices and 
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commercial failures narrowed the range, within 
which accommodation from the bankers could be 
sought or granted; and after the summer of 1820, 
when the extraordinary productiveness of that 
harvest began to be appreciated, there was not 
only no reasonable ground for speculating on an 
advance of the price of corn, but a well-founded 
apprehension of a fall. There was accordingly a 
greatly diminished inducement to farmers and to 
cattle dealers, and com dealers, and millers, with a 
view of being enabled to keep up or increase their 
stock toseek advances from the country banks.* And 
what was of still more importance, where the in- 
ducement to borrow existed, the credit necessary 
for the purpose was impaired. Whether in the 
trading and manufacturing towns, therefore, or in 
the agricultural districts, there did not exist the in- 
ducement, or the means for putting out or keeping 
out the same quantity of paper : a reduction of the 
amount was consequently mevitiible, even if the 
Bank of England had coincidently made a forced 
enlargement of its issues. 

If Peel's bill could be shown to have directly 
or even indirectly caused such a derangement of 
the country circulation as had occurred in failures 
of bankers in 1793, and again in 1810 to 1812, 
and in 1814 to 1816, so as to have disabled 
them from accommodating applicants, who had 
adequate security to offer, or to induce them 
to call in the advances already made, then, in- 
indeed, some effect might be ascribed to that mea- 
sure, in the contraction of the circulation which 

* Mr. Hudson Gurney, on being asked by the Bullion Com- 
mittee of 1819 — " What determines, in your opinion, the fluc- 
tuations in the amount of country bank paper ?" answers : 
" The price at which the staple commodity of each district is 
selling : for example, I consider that our circulation would in- 
crease with a high price of corn, and would decrease with a 
low price of corn : corn being the staple of Norfolk." 
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took place ; but there is not the shadow of a pre- 
tence for ascribing to it any such effect The 
commercial failures in 1819 were not upon the 
whole eitlier so numerous or extensive as might 
have been expected from the alteration of prices ; 
and of those mercantile and manufacturing esta- 
blishments which failed, the greater number had 
been embarrassed by the general stagnation, which 
occurred at the close of 1 8 18, in consequence of the 
over-trading of that and the preceding year. The 
total number of bankruptcies, in the three years 
ending in 1821, were four thousand one hundred 
and eighteen, while those in the three years ending 
in 1816 had been six thousand six hundred and 
twenty-seven, and those in the three years ending 
in 1812 had been seven thousand and forty-two. 
Of country banks the failures were still fewer in pro- 
portion, the whole number of commissions against 
them, in 1819, 1820, and 1821, having been only 
twenty-seven, namely, 1819 thirteen, 1820 four, 
1821 ten, while they had been nearly treble that 
number in the three years ending in 1816.* 

In truth, although there had been in 1819, as 
in all cases of re-action from over-trading, a pres- 
sure on the money market, that is, a diminished 
facility, and an increased rate of interest in the 
discount of ordinary paper, there was nothing like 
so great a pressure as had, in several previous in- 
stances during the restriction, been experienced. 
And the duration of the pressure, comparatively 
light as it was, proved to be very short ; the clear 
e\ddence of which is in the fact of a great falling 
off of the discounts at the Bank, namely, from 

* This comparative stability of comniercial, but more espe* 
cially of banking, credit may be ascribed to the circumstance 
that the great failures which had occurred in 1814^15-16 were 
still recent, and had cleared away the greater part, if not the 
whole, of what had been rotten or unsound in trade and banking, 
so that the losses arising from the overtrading of 1818 fell on 
establishments that could bear them. 
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nine millions, in February 1819, to about six mil- 
lions, in August following ; at which latter date, 
not a vestige of pressure on the money market or 
of commercial discredit remained. 

It may, however, be contended, that though the 
general provisions of Peel's bill for the resumption 
of cash payments had not any material influence 
in the reduction which took place in the circula- 
tion of the country banks from 1819 to 1822, yet 
that the particular part of the enactment which 
enjoined the suppression of the 1/. country notes 
in 1823 was calculated to produce a considerable 
effect, by inducing country bankers to make pre- 
parations for withdrawing that portion of their 
paper. 

The importance of the country 1/. note circu- 
lation upon the value of the whole of the cur- 
rency, or, in other words, its influence on prices, 
has been, and is, in my opinion, extravagantly, and 
I would almost say ludicrously, over-rated. But 
whatever may be the importance of that part of 
the circulation, the provisions which related to it in 
PeePs bill did not practically come into operation, 
inasmuch as that clause of the act which directed 
the suppression in 1823 was repealed in June, 1822, 

It has often been said, and is still constantly re- 
peated, that government, alarmed at the fall of 
prices, tampered afresh with the currency, by re- 
pealing so much of the act of 1819 as provided for 
the cessation of the small note country circulation 
in 1823, and extending the term of the privilege of 
issuing them for ten years longer. And that, in 
consequence of this prolongation of term, there was 
an increased issue of paper and a renewed rise of 
prices. This is only one of innumerable specimens 
of total disregard of dates and attendant circum- 
stances, in referring to the operation of particular 
measures. That it \yas a tampering with the cur- 
rency, and that it was very weak and foolish on the 
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part of government to have yielded in that, as in 
other instances, to the influence of the country gen- 
tlemen, who thought that they would be mar- 
vellously benefited by that measure, may be readily 
admitted. But that it had the so much desired 
effect of raising prices is not only not to be ad- 
mitted, but admits of being distinctly denied and 
disproved. 

It was in reference to this measure that the late 
W. Cobbett used to ring the changes of ** out came 
the paper, and up went the prices." Now the fact 
was, that the paper did not come outy and the prices 
did not get up^ but, on the contrary, continued to go 
downy for many months after the bringing in of the 
bill in question. It was in April 1822 that minis- 
ters announced their very unwise intention of pro- 
posing the prolongation of the small note country 
circulation. And there was not a doubt that the 
measure would pass. If, therefore, the country 
bankers had contracted their circulation, merely in 
contemplation of the impending termination of the 
privilege of issue, what should have prevented 
their extending their issues now that they were 
secure of the continuance of the permission for ten 
years longer ? But^ in truth, there was no exten- 
sion, but rather a diminution, of their issues to the 
close of 1822, following the fall of the price of 
toheaty which in the commencement of that year 
had been at 48*. 6rf., and declined before the close 
of it to 38,9. lOrf., being a fall of 20 per cent. The 
subsequent rise in the price of corn, which is so 
commonly ascribed to the supposed influence of the 
prolongation, (the bill for which was passed in the 
early part of 1822,) did not take place till a twelve- 
month after the notice of that prolongation had 
been given. That rise of prices, and the accom- 
panying state of the circulation, will be noticed in 
the examination which we are about to enter upon 
of the next epoch. 

1 2 
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The only imaginable remaining ground upon 
which PeePs bill can be connected, in the relation of 
cause and effect, with the low range of prices in 1822 
is that, assuming the influx of bullion between 1819 
and 1822 to have been a consequence, and not, as it 
was, a mere sequence of that measure, the absorption 
of so much of the metals from the circulation of the 
rest of the world may be supposed to have caused 
a sensible increase of their value. But not to 
repeat the arguments of reasoning and fact which 
have been before adduced, to show how little per- 
ceptible effect upon prices is likely to be produced 
by variations of a few millions of the precious 
metals, absorbed from, or dispersed among, the 
nations of the world, it may be sufficient here to 
mention, by anticipation of what will properly come 
under distinct notice in the next chapter, the fact, 
that the accumulation of bullion in the coffers of 
the Bank was greater, by no less an amount than 
four millions, in January 1824 than it had been in 
at the close of 1822, while the prices of corn, and 
of agricultural produce generally, had risen upwards 
of 50 per cent., coincidently with that large addi- 
tional influx of bullion. 



Section 6. — Summary of the preceding Survey. 

The facts and reasonings which have been ad- 
duced in this chapter appear to establish irresistibly 
the following conclusions : — 

1. That the very great increase of the importa- 
tions at the close of 1818, and the very high prices 
which then prevailed, and which could only be 
justified by the previous scarcity, led inevitably, 
supposing a perfectly uniform state of the currency, 
to a great fall of prices in 1819 ; and the continued 
abundance of supplies accounts fully for a low range. 
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with a tendency to a continued fall, to the close of 
1822. 

2. That, as relates to agricultural produce espe* 
cially, an importation of corn beyond the occasion 
at the close of 1818 formed an excess of supply, 
which, concurring with a succession of productive 
crops of our own growth, could not fail of causing 
that reduction of the value of wheat, and of other 
agricultural produce, from 1817 to 1822, which has 
so unaccountably and gratuitously been ascribed to 
other causes. 

3. That if it had been an object with the legis- 
lature, when the state of the currency was brought 
before it in 1819, to maintain the prices which had 
been the consequence of scarcity and speculation, no 
means were open to it but to degrade the standard 
by between 30 and 50 per cent, at a time when, by 
the ordinary tests of the price of gold and the ex- 
changes, the utmost depreciation of the paper did 
not exceed between 3 and 5 per cent. It being to 
be borne in mind that a degradation of the standard 
to the extent supposed would have virtually de- 
feated the operation of the corn laws, which, there- 
fore, in the proposed view of keeping up prices, 
would have required a corresponding alteration. 

4. That as the price of corn in France, and on 
the Continent of Europe generally, had, in 1816 
and I8I7, risen beyond the ordinary relative pro- 
portion to the prices in this country, so the fall of 
prices on the Continent, between I8I7 and 1822, 
was more rapid, and to a much lower level, than 
ours. If, therefore, the fall of prices in this coun- 
try formed sufficient ground for calling upon the 
legislature to degrade the standard, there would 
have been at least equal reason why the landed 
interests, and debtors generally, in Germany, Hol- 
land, France, and Italy, should have called upon 
their respective governments for a similar degrada- 
tion of the standard of their currencies. 

I 3 
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5. That the fall of prices on the Continent of 
Europe in 1818, which had preceded and gone 
beyond ours, was accompanied by an efflux of bul- 
lion from this country ; a circumstance which, ac- 
cording to the currency theory, ought to have had 
the effect of raising prices on the Continent. 

6. That not only were the causes connected with 
the supply and demand sufficient to account for the 
fall ot prices in this interval, without inferring a 
contraction of the Bank circulation as an originating 
or moving cause of that fall, but that, in point of 
fact, the issues of Bank notes and coin together, 
constituting the basis of the currency, were in- 
creased coincidently with the fall of prices. 

7. That as an increase of the country circulation 
had been a consequence of the rise of prices from 
1816 to 1818, so a reduction necessarily followed 
the fall of prices between 1818 and 1822. 

8. That the prolongation, in the spring of 1822, 
of the term for the issue of country small notes to 
ten years from that time had not the effect ascribed 
to it of an immediate increase of the country cir- 
culation, and of a consequent rise of prices, inas- 
much as all accounts agree in computing that the 
country circulation was rather reduced than ex- 
tended during the twelvemonth following that 
measure, and inasmuch as the prices of corn con- 
tinued to decline till the spring of 1823, a twelve- 
month afterwards, when distinct grounds for an 
advance of prices occurred. 

9. That whether looking to the state of supply 
and demand as regards production, or to the state 
of the circulation, whether of the Bank of Eng- 
land or of the country banks, or to the corre- 
sponding variation of bullion prices in the rest of 
the commercial world, the conclusion is irre- 
sistible that the act of 1819, for the resumption 
of cash payments, was perfectly inoperative upon 
the amount of the circulating medium, and upon 



i 
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the state of prices in this country to the close of 
1822. 

10. That the accumulation of bullion in the cof- 
fers of the Bank in 1822 cannot be assigned as a 
cause of the low range of prices of agricultural 
produce at the close of that year, inasmuch as it 
will be seen in the next chapter that prices rose 
upwards of 50 per cent., coincidently with a further 
accumulation of no less than four millions in the 
year following. 

The interval which has here passed under re- 
view has been confined to the four years ending 
in 1822, because the close of that year witnessed 
the depression of almost all articles to nearly 
as low a point as they have since again reachea. 
Immediately after the close of 1822 there arose a 
fresh set of disturbing causes, the nature and ex- 
tent of the operation of which we shall now proceed 
to examine. 



I 4 
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CHAPTER VIIL 

STATE OF PRICES AND OF THE CIRCULATION, FROM 
THE COMMENCEMENT OF 1823 TO THE CLOSE 

OF 1827. 

The epoch, upon the consideration of which we 
are now about to enter, comprises the memorable 
speculations of 1824-5, and the lamentable recoil 
from them, attended by an extraordinary derange- 
ment of the circulation, in 1825-6. 

An advance in the prices of corn having occurred 
in the interval from 1822 to 1827 has been ascribed 
to the same general causes. But it will be seen, 
that although the prices of corn and of other 
provisions rose considerably, and were at a much 
higher range in that interval, than they had been in 
1821 and 1822, the advance was not so coincident 
in point of time with the speculative rise in the 
prices of other produce and of shares, and of fo- 
reign loans, which characterised the speculations 
of 1824-5, as to admit of being brought within 
the same supposed influence. 



Section 1. — Variations of the Com Trade in 
1823, with reference to the asserted Influence of 
an enlarged Circulation of Paper in that Year. 

A rise in the price of wheat of upwards of 50 per 
cent, which occurred in 1823, has been laid parti- 
cular stress upon by the partisans of the currency 
theory, as being illustrative of the effects of an 
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enlargement of the circulation of the Bank of 
England, and of the country banks, such enlarge- 
ment being confidently asserted to have been the 
originating and the chief, if not the only, cause of 
that rise. Assertions to this effect are to be found 
in nearly all the. pamphlets and speeches of the 
supporters of that doctrine. In the minutes of 
evidence appended to the reports of the Lords* and 
Commons' committees, of 1836, on agricultural 
distress, the leading questions, and the general 
tenor of the answers imply a full persuasion on the 
part both of the examiners and the examined, that 
an increase of paper was the main, if not the sole, 
cause of the rise in the prices of com in 1823. 

Seeing therefore the importance that is attached 
to the state of the corn trade in this particular year, 
it is desirable to enter into a separate examination 
of the causes of the advance or the prices of pro- 
visions in 1823, with a view of being enabled to 
judge how far the variations of price admit of being 
accounted for by circumstances peculiar to that 
branch of trade, and then to examine the grounds 
for the alleged influence of the currency. 

The rise which is observable in the average price 
of wheat, in the two first months of 1823, namely, 
to 40^. 8d. in February, was mainly the effect of 
the necessarily increasing proportion of the superior 
new to the very inferior old coming to market. And 
a part of the further advance was ascribed in the 
contemporary accounts, and with great probability, 
to tlie circumstance of purchases by persons who 
had previously sold their old wheat, with a view to 
reinvestment in the new. Some speculative pur- 
chases were also made at that time, in pursuance 
of an opinion which had become prevalent, that 
prices had seen their lowest ; and the excellent 
quality and condition of the wheat of 1822, afforded 
additional inducements to act upon that opinion. 
The winter of 1822-3, although not memorable for 
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severity and duration of frost, was rather a rigorous 
one, and the spring of 1823 was very backward, 
with a prevalence of cold dry weather till the latter 
end of June. From these combined circumstances, 
the average prices had risen in June, for 

Wheat . - to 6Qs. 5d. 

Barley - "- — 33^. 9d. 

Oats . . — 26^. lOrf. 

The weather, however, afterwards improved, and 
as the recent rise had induced large supplies from 
the farmers, the old stock being found to be more 
considerable than had been supposed, the markets 
gave way. Although the weather at harvest was 
unsettled, with a considerable proportion of wet, 
accompanied, with reports of injury to the crops, 
prices still continued to decline, and in October of 
that year the averages were, for 

Wheat ... 46^. 5d. 

Barley ... Q5s. 4rf. 

Oats . . . 20*. 6rf. 

The fall in the price of wheat being thus no less 
than l6s. the quarter. 

But as it had been found on threshing, that the 
produce of the crops was really deficient, while the 
old stock had been materially reduced, there was a 
rally of the markets at the close of the year, the 
averages in December being, for 

Wheat . . . 50s. 8d. 

Barley ... 27^?. 6d. 

Oats . . . 20*. 7rf. 

As the circumstances under which these fluctu- 
ations occurred must be still distinctly within the 
recollection of many persons who were then, as 
they are at present, extensively concerned in the 
corn trade, I can confidently appeal to them for 
the correctness of this description. 

But supposing these circumstances insuflicient, 
we shall now proceed to see how far the issues of 
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the Bank of England, or the country banks, were 
to such an extent, or at such times as can bring 
them into the relation of cause and effect, with 
those fluctuations. 

In the reference which is commonly made to an 
increase of the circulation of Bank of flngland, 
and of country bank notes, as the cause of the rise 
of the price or com in 1823, it is clearly implied that 
it was an increase of paper beyond the due proportion 
to the metallic basis of the currency. That such is 
the meaning of those who assign an increase of paper 
as the cause of the rise of prices may be clearly 
inferred from their imputing that increase to the 
design of government to give relief to the suffering 
agricultural interests, not only by the prolongation 
of the term for the country small note circulation, 
but by the plan proposed by ministers, and sanc- 
tioned by parliament, in the spring of 1822, for an 
issue of four millions of excnequer bills *, in aid 
of public works. Now, a reference to the facts of 
the case will show, 

1 . That the increased issue of notes by the Bank 
of England in 1823 was less than the increase of 
bullion in its coffers. 

2. That the increase of Bank of England notes 
in 1823, was not in amount or order of time, such 
as to admit of its being connected in the relation 

* In the examination of evidence by the Committee of the 
House of Commons, on the Bank Charter, in 18S2, it is as- 
sumed in some of the questions, that this proposed advance of 
four minions of exchequer bills was tantamount in its influence 
on the currency, and thence on prices to an additional issue of 
Bank notes to that amount. : thus confounding the creation of 
marketable securities with the issue of so much paper money. 
And as, taking some extreme points of the state of the Bank 
issues in 1822 and 1825, there was an increase of about four 
millions of notes, the inference is implied, that the increase was 
entirely caused by that measure, while in truth, these ex- 
chequer bills do not appear to have had the slightest effect 
upon the Bank issues, the whole increase of which, in 1823, was, as 
appears in the text, considerably short of the increase of bullion. 
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of cause and effect, with the variations of the price 
of wheat. 

3. That there was no such increase in the amount 
of public securities held by the Bank in 1823 as to 
justify the supposition that the issue of exchequer 
bills had added to the circulation. 

4. That the country bank circulation does not 
appear to have experienced in 1823 any enlarge- 
ment corresponding even with that which had 
taken place in the circulation of the Bank of Eng- 
land, and still less in proportion to the increase of 
the amount of bullion in the coffers of the Bank. 

1. The comparison of the circulation of the Bank 
of England with the amount of its treasure stands 
thus : — 

Average amount of Bank Notes. 

1822 - . - - ^^ 17,862,890 

1823 - - - - 18,629,540 



Increase, - ^766,650 

Average amount of Bullion in the years ending 

Gold. Silver. Total. 

28 Feb. 1 823* ^8, 1 35,629 a^ 2, 1 1 9,069 1 0,254.,698 

28 Feb. 1824 10,805,780 1,801,183 12,606,963 



Increase - «^2,352,268 



♦ The only returns of the yearly average amount of bullion, 
are for the years ending in February of each year. The returns 
here given comprise ten months of 1822, and ten months of 
1823, thus answering the purpose proposed by the compari- 
son with the circulation. But it may serve as an amusing 
instance of the manner in which the conclusion from this com- 
parison is sought to be eluded, to cite the following questions 
and answers in the examination of Mr. Harman, by the Com- 
mittee on the Bank Charter, p. 151., the questions being evidently 
by a partisan of the ultra-currency doctrine. " The amount of 
bullion, as appears from the paper before the Committee held 
by the Bank in February 1 822, for the average of the year up 
to that period, was 11,600,000/.; and for the average of the 
year ending February 1825, 11,800,000/., so that there could 
only have been 200,000/. of notes issued on bullion deposited at 
the Bank?" Answer. — " In the years 1824 and 1825, there 
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By this statement it appears that the accumula- 
tion of treasure in the coffers of the Bank, on an 
average of the year ending February 1823, having 
already amounted to the large sum of upwards of 
ten millions, and a further increase having taken 
place in the following twelve months, to an amount 



was a very considerable reduction of the amount of bullion, 
but also a very considerable reduction of our floating govern- 
ment securities, to the amount, I should think, of four millions 
and a half." — " With respect to the issues prior to February 1825, 
does not it appear, according to the figures that have been 
quoted, that those issues could not have been issues upon bul- 
lion, but that they must have been either on government 
securities or advances on mortgages, or advances on stock, or 
upon advances of a similar description ?" • — " Yes," 

Now, here the inference proposed by sinking the comparative 
amount between February 1822 and February 1825 is, that the 
increase of Bank notes, during the whole of that interval had 
been issued on securities, and that the securities must have 
been the exchequer bills voted in 1 822 : whereas, it is clear 
beyond question, that from February 1823 to February 1824-, 
the whole increase of issues was considerably short of the in- 
crease of bullion; and it is in that interval that the great 
improvement took place in the prices of corn, which is so gra- 
tuitously ascribed to an issue of exchequer bills, converted by an 
unfounded supposition into Bank notes. 



* It is to be borne in mind, that Mr. Harman disclaimed being 
able to speak with accuracy on points of detail. At the outset 
of his examination he said, <* Having been out of the Bank so 
long, and having no intercourse whatever with it^ I did not 
come prepared to enter into detail." And when asked, " Did 
you take any measures in order to increase the circulating 
medium in 1821 and 1822, for the purpose of relieving the 
country from the low prices which then existed ? " he answered, 
" I must plead want of recollection of particular periods.*' 
<* About that time, did you take any measures for the purpose of 
increasing the circulation of the country ? " ** if I had known 
that these questions would have been put to me, I would have 
refreshed my memory with documents which are not in my 
possession." After this very proper disclaimer it must be quite 
clear, that if Mr. Harman could have refreshed his memory by 
documents, he could not have given an unqualified affirmative 
to the question above quoted. 
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of no less than two millions three hundred thousand 
pounds, the enlargement of the Bank circulation 
of about seven hundred and fifty thousand pounds, 
was actually less than one third of the increase of 
bullion in the corresponding period. And yet this 
increase of paper in so small a proportion to the 
influx of bullion has been asserted, and repeated 
from speech to speech, from pamphlet to pamphlet, 
and from examiner to examined, as a designed and 
forced issue of paper, a tampering with the currency 
in order to raise prices, with the express view of 
assuaging the discontents of the landed interests, 
at the low price of corn, and as the principal if 
not the only cause of the rise of prices in 1823. 

2. If the enlargement of the Bank issues had not 
been in a small proportion only to the influx of bul- 
lion in 1823, the periods and the amount of issues 
were not such as to admit of the relation of cause 
and effect with the price of corn. The average 
amount of Bank notes was, in the quarter ending 

Price of Wheat. 

50th Sept. 1822 ^18,379,440 Sept. 1822 39*. 

31st Mar. 1823 17,993,270 Mar. 1825 48*. 

But there was an increase of the Bank circulation 
in the last six months, as compared with the first 
six months of 1283. The comparison will stand 
thus : — Average amount of Bank notes in the six 
months ending 

Price of Wheat. 

30th June, 1823,^17,416,650 June, 1823, 6'2s. 5d. 

Oct. 46*. 5d. 

50*. S<L 



31 St Dec. 18,606,1 15 1 ^^^* 



Here, with an increase of issues to the extent 
of 1,200,000/., we have a fall in the price of wheat 
of upwards of 20 per cent. 

And if the monthly averages of Bank notes and 
of the price of wheat be taken from June to the 
end of the year, being the interval during which 
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the increase was most observable, the discrepancy 
will be found to be still more striking ; thus : — 

Average of Bank Notes. Price of Wheat. 

June, 1823, ^17,050,414 - 62s. 5d. 

JuJy - 19,700,494. - 59*. Sd. 

Aug. ^ 17,743,656 - 58*. \0d. 

Sept. - 18,234,628 - 53*. lOd. 

Oct. - 18,681,588 - 46*. 5d. 

Nov. - 20,406,564 - 50*. 3d. 

Dec. - 17,955,778 - 50*. Sd. 

It must be an extraordinary sort of logic that 
would infer a connection between these variations 
of the amount of Bank notes and the prices of 
wheat, and yet it is a settled article of faith in the 
currency doctrine, that the price of corn in 1823, 
was mainly, if not solely, governed by the amount 
of the Bank circulation, which is assumed to have 
been increased by four millions in immediate and 
necessary consequence of the plan of ministers for 
issuing that amount of exchequer bills to parishes 
and other parties in aid of public works.* 

3. If however the proofs derived from the com- 
parative circulation were not suflScient in the ne- 

• Thus Mr. (now Lord) Western, in a debate on the currency 
in the House of Commons, 3d April 1827, said, " Let them 
compare the price of 1824, 1825, and 1826 with that of 1822, 
and consider the cause of it. Did not Lord Londonderry in 
the House of Commons, and Lord Liverpool in the House of 
Lords, declare, that the financial measures then taking place were 
not a consequence of want of money for the service of the 
state, but simply to enlarge the circulation ? The circulation 
was accordingly enlarged, and the prices of 1824, 1825, and 1826 
were owing to that cause." 

And Sir James Graham, in a debate, 3d June 1828, on the 
bill for preventing the circulation of Scotch small notes in 
England, expressed himself to the same effect. 

" In 1 822," he said, " wheat had got down to 42*. ; lower, 
absolutely, than at any period since the revolution. What had 
been the conduct of the minister of that day ? The Marauis 
of Londonderry, with a statesmanlike courage and decision, 
had met the evil upon its real merits. He had not treated it 
> as an effect of a fluctuation of prices, of want of means of 
consumption, or of superabundant harvests. The noble Mar- 
quis had said plainly and directly, < This is a question of cur- 
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gative of the h3q)othesis, that the issue of the four 
millions of exchequer bills had not the effect of 
adding by that or any perceptible amount to the 
circulation, a single fact may be adduced, which, 
of itself would be quite decisive, viz. that the 
public securities held by the Bank in August 1823 
were lower in amount than they had been in Fe- 
bruary 1822, as may be seen by the following com- 
parative statement : — 

28 Feb. 1822 - ~ a£l 2,478, 133 

31 Aug. — - - 13,668,359 

28 Feb. 1823 - - 13,658,829 

30 Aug. — . . 11,842,677 

this last amount being lower than it had before 
been since 1805. 

4. But failing of even the semblance of any 
influence from the Bank of England issues, or from 
the issues of exchequer bills on the price of corn 
in 1823, and relying on the vagueness and obscurity 
which prevail with respect to the country bank cir- 
culation, the partisans of the currency doctrine 
must be driven to resort to the latter description of 
circulating medium as operating most powerfully 
on prices. 

Vague, however, and unsatisfactory as are the 
means of judging of the amount of the country 
circulation, it may be worth while to refer to such 
computations as rest upon any authority whatever. 
The attempts at computation most commonly made 
have been by a reference to the number of stamps 
issued in a particular year. These are all issued 



rency. The currency of the country is too contracted for its 
wants, and our business is to apply a remedy.' He had then 
forced an addition to the circulation of four million pounds 
upon exchequer bills, in the shape of an advance from the 
Bank to Government, and had postponed the operation of the 
small note repeal bill from 1825 to 1833 ; and again as before, 
in the year 1826, the price of wheat had risen to 685., and com- 
parative prosperity had ensued.' 
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on the 10th October of each year, and the numbers 
for the four years ending in 1823 stand thus : — 

1820 - . . 3,574,894. 

1821 - - - 3,987,582 

1822 - . - 4,217,241 

1823 - . . 4,657,589 

If, therefore, the stamps issued were the criterion , 
of the amount, it would appear that the circulation 
in 1822 was larger, while the price of wheat was 
considerably lower, than in 1820. But the com- 
putation by Mr. Sedgwick, of the Stamp-office, 
supposes the amount in circulation to have been— ^ 

1820 - - . a^l 1,767,391 

1821 - . - 8,414,281 

1822 . - - 8,067,260 

1823 - . . 8,798,277 

This computation, however, founded on the 
stamps issued, besides being, for reasons before 
stated, not at all to be relied upon *, does not give 
the period of each year in which the alteration in 
the amount took place. If it is assumed to have 
taken place at about the period of the issue of 
new stamps, viz. 10th October, it will follow that 
the first increase was in October, 1823, consequently 
after the rise in the price of wheat, which tooK 
place in the early part of that year. 

And, independently of this computation, it might 
be inferred, that the improvement of the markets 
for grain, and consequently of the condition of the 

♦ Mr. Samuel Gurney, in his evidence before the Bank Char- 
ter Committee, was asked, << Do you think, that from the 
amount of stamps any accurate calculation can be formed 7" — 
Answer. " I think it is a fallacious guide." — " Why fallacious ? " 
<* Because there is a continual waste upon them. A country 
banker may have a large amount of notes that are stamped, 
and a small proportion of them only in circulation." 

Of the extravagance of exaggeration of the amount of coun- 
try notes, at particular periods, derived from the computation 
founded on the stamps, the extreme variation between particu- 
lar years would of itself afford a very strong presumption ; and 
if it were worth following out into all its consequences, would 
lead to the most glaring incongruities. 
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farmers, the causes of which have been described, 
would be followed by an increase of the country 
circulation. But, according to the best authority 
extant, it appears doubtful whether there was any 
increase at all in the issues of the country banks 
in 1823, as compared with 1822. 

Mr. Henry Burgess, who, as secretary to the 
committee of country bankers, was one of the wit- 
nesses examined by the Committee of the House 
of Commons on the Bank Charter in 1832, gave a 
statement of the relative increase or decrease of 
the circulation of 122 banks in England and Wales, 
from the year 1818 to 1825, showing the compara- 
tive amount in each year, assuming the amount in 
1818 to be designated as 100. 

* The general result is thus stated : — 

£, Difference. £ s, d, 

1818 12,200 

1819 11,991 209 being 1 15 

1820 11,487 713 5 16 \0\ 

1821 11,352 848 6 19 

1822 10,778 1422 11 13 U 

1823 10,748 1452 11 18 oj 

1824 11,640 560 4 11 9 

1825 12,478 278 2 5 6f increase over 1818. 

As the means of information possessed by Mr. 
Burgess on this point were the best probably that 
the nature of the subject admitted of, the above 
statement is entitled to carry great weight. Ac- 
cording to that statement, the lowest period of the 
country circulation was in 1823. 

But the statement of Mr. Burgess, independently 
of the strong presumption which it affords in the 

• Mr. Burgess was asked, " What proportion do you think 
the 122 bear to the principal banks in England and Wales?" 
" I should think, one third." — " Have you any idea what pro- 
portion of the whole issues belong to those 122 banks?" " I 
should think much more than one third." — ** Should you think 
that the account of these 122 bankers gives a fair view of the 
operations of the whole body of the country bankers of Eng- 
land and Wales?" " Perfectly fair."—" And you think the 
general result, drawn from this scale, would correspond with the 
result of all the bankers of England and Wales, if you had 
returns from them ? " "I think it would with great accuracy." 



per cent, decrease 
from 1818. 
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negative of the supposed increase of country bank 
notes in 1823, is of importance as corroborative of 
other grounds for believing that all the computa- 
tions hitherto made of the country circulation from 
the stamps issued, have enormously overrated both 
the amounts in particular years, and the variations 
from one year to another. 

Indeed, the discrepancy in the latter point be- 
tween Mr. Sedgwick's computation and Mr. Bur- 
gess's is most striking; for, according to Mr. 
Sedgwick's statement, the reduction in 1822, com- 
pared with 1820, is upwards of 30 per cent., while 
Mr. Burgess, upon data infinitely more probable, 
makes the difference little more than 6 per cent. 
There can hardly be a question, it is presumed, 
after this statement, that there was no such enlarge- 
ment of the country circulation as to have caused 
the rise of corn in 1823. 

Not only, however, are the facts here stated 
decisive against the hypothesis of an enlarged 
issue of paper as a principal if not the only cause 
of the rise of the price of com in 1823, but, 
if the direct proofs to that effect had not been 
so clear as they are, a strong presumption 
against the imputed influence of an enlarged cir- 
culation would be afforded by the circumstance, 
which will be more distinctly noticed a few pages 
hence, that while com was rising in 1823, and in 
the early part of 1824, most other descriptions of 
produce were falling. And having seen, at the 
same time, that the circumstances immediately af- 
fecting the actual and prospective supply of com 
were such as fully to account for the variations of 
prices in 1823, we may safely pronounce the cur- 
rency theory of those variations to be wholly and, 
in every part of it, utterly unfounded. We shall 
now proceed to examine the causes of the varia- 
tions of the prices of com during the remainder of 
the epoch proposed for consideration. 

K 2 
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Section 2. — Prices of agricultural Produce f ram 
1824 to 1827, examined in Connection withtlie 
Circulation. 

In the commencement of 1821«, a considerable 
advance took place in the price of corn, wheat 
especially, of which the crop of 1823, having been 
found to be deficient in quality and in quantity, in 
a degree beyond^ the previous estimates*, rose ra- 
pidly, the average price having advanced to 59^. 8rf. 
m January, and to &5s.l0d. in February, 1824. 
And as this advance was accompanied by an in- 
crease of Bank notes, the rise is as usual, according 
to the received theory, ascribed to that increase. 

The average of Bank notes of 5l. and upwards 
was, for the quarters ending 

£ Price of Wheat. 

3ist Dec. 1823, 18,603,210 52». Sd. 

31st March 1824, 19,174',890 QSs. lOrf. 

Here then again it may be said is a clear case of 
cause and effect. 

But in this, as in former instances, the facts of 
the case, if pursued, are destructive of the theory 
in question. If the increase of Bank notes raised 
the prices, a farther increase ought to have sus- 
tained, if not farther to have advanced them. But 
there was an increase of Bank notes in the follow- 
ing six months, during which the price fell upwards 

• As a proof how inferior the crop of 1823 had proved in 
quality as well as quantity, it may be sufficient to refer to the 
quotations in Mark Lane, in January, 1 824, namely, for 
New Wheat, - - - 4-8*. to 63*. 

Old ditto, - - - 558. to 78*. 

And, according to Messrs. Cropper, Benson, and Co.'s survey, 
the yield of that crop was computed to be short of an average 
in the proportion of 27 to 32, which, estimating an average 
crop to be about twelve millions of quarters, would make the 
deficiency nearly two millions of quarters. 
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of 10^. the quarter, the average for September 
being 55s. 4fd. Thus, for the quarter ending 

Bank Notes. Price of Wheat. 

50th June 1824, ^6*19,442,730 62s. 5d. 

30th Sept. — 20,177,820 54*. 6d. 

At the same time, even admitting that the rise- 
in January and February, 1824, had been the effect 
exclusively of an increase of Bank paper, that in- 
crease was not commensurate with the increase of 
bullion, which in January, 1824, had reached the 
enormous amount of 14,200,000/. If the act of 
1822, for prolonging the circulation of the country 
small notes, had not been passed, and sovereigns 
had been substituted for those notes, the Bank 
treasure would still have been in a fair proportion 
to its liabilities, there would have been the same 
quantity of money in circulation, prices would 
have been just as they were, and we should have 
heard nothing of the tampering with the currency 
in 1822 (objectionable as that measure was on 
other grounas), as the cause of the rise in the 
price of provisions in 1823 and 1824. It is clear, 
therefore, that the same argument by which the 
negative has been established, of the supposed in- 
fluence of a designed enlargement of paper in pro- 
ducing the rise in the price of com in 1823, is 
equally applicable to the renewed rise here noticed 
in the first quarter of 1824. 

After the rise of the price of wheat to 65s. lOd. 
in the early part of 1 824, it was discovered, by the 
large supplies from the farmers, that, although the 
crops of 1823 had on all hands been allowed to be 
deficient, yet, with the old stock from previous 
years, it was adequate to supply the consumption at 
its ordinary rate till after the ensuing harvest. A 
conviction of this kind, when there is no ground 
for speculation upon the coming crops, is always 
attended with dull and drooping markets ; and there 
was, as we have seen, a progressive fall of upwards 
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of 10.9. per quarter in the six months following, 
namely, to 55s. 4d. in September, 1824. 

The weather, however, during the harvest of 
1824, was unsettled ; and the latter part of it, in the 
more northern districts especially, was remarkably 
wet. The produce was, according to all reports, 
again deficient.* The stock on hand had in the 
interval been further reduced, there being no longer, 
as heretofore, samples of wheat of three or four 
years old at market. Under these circumstances, 
an advance of price, after the harvest of 1824, pro- 
ceeded upon perfectly reasonable and adequate 
grounds. And it is a very strong presumption that 
the com market at that time was not influenced 
by the prevailing spirit of speculation, that the 
rise was so moderate in the spring of 1825, viz. to 
67s. Gd. for wheat, being only 2^. higher than it 
had been a twelvemonth before, when there had 
been still a considerable old stock, and when the mar- 
kets for commodities had been in a quiescent state. 

The agitation of the question of the corn laws, 
in the spring of 1825, contributed probably among 
other causes to preserve the corn market from the 
effects of the spirit of speculation which then pre- 
vailed in other branches of trade. But such was 
the general impression of the progressive reduction 
of the old stock of grain, and of our consequent 
increasing dependence on the produce of the forth- 
coming harvest, that, notwithstanding the admission 
in April of 525,231 quartersof foreign wheat for home 
consumption, at a duty of 10*. the quarter, the price 
did not fall below GSs. the quarter till the com- 
mencement of an unusually early and a promising 
harvest.t It was not till after the crops in the 

* Independently of the injury sustained by the wet weather in 
harvesting, the crops were supposed to have suffered from very 
heavy rains, followed by cold winds, in the latter part of May. 

f The season of 1825 presented nothing remarkable in the 
winter and spring of either severity or mildness ; but the sum- 
mer proved to be very fine, dry and hot, and so continued, except- 
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great com districts were secured in good condition, 
and found to be productive, that the price gave 
way at all, and then very slowly. But while, after 
the harvest of 1825, wheat fell, although slowly, 
all other grain, of which the produce was com- 

Earatively deficient, rose in price, as will be seen 
y the following statement. Aggregate average of 
the six weeks ending 



Dec. 1824. 


Mar. 1825. 


Dec. 1825. 


<• d. 


«. d. 


s. d. 


Wheat 63 6 


69 1 


64 4 


Barley 40 3 


38 11 


41 2 


Oats 23 4 


24 8 


26 8 


Rye 38 4 


39 7 


44 1 


Beans 40 7 


37 2 


45 9 


Peas 47 7 


39 9 


48 10 



Hence it will appear that, notwithstanding the 
great contraction of the circulation of the whole 
kingdom during the last six weeks of 1825, the 
price of all grain, wheat excepted (of which there 
had been a large admission of foreign), was higher 
than it had been during the excitement and specu- 
lations of the first three months of that year. The 
prices of meat, too, appear to have been uninfluenced 
by the state of discredit, and the great pressure on 
the money market, at the close of 1825, inasmuch 
as the quotations were then within the merest trifle 
as high as they had been in the spring of that year.* 

In the first three months of 1826, the price of 

ing a few beneficial showers in August, till the securing of the 
crops in good order throughout the kingdom. The wheat har- 
vest was general in the home districts, in the latter part of 
July. 

« The following prices of the best meat in Smithfield Market 
are from the " Farmer's Journal." 





Beef per Stone 


Mutton per Stone. | 




Highest 


Lowest 


Mean. 


Highest. 


Lowest 


Mean. 




t, d. 


t, d. 


«. d. 


«. d. 


s. d. 


«. d. 


Last Quarter of 1824 


4 10 


4 


4 5 


5 


4 2 


4 7 


First Quarter of 1825 


5 2 


4 10 


5 


6 


5 


5 6 


Last Quarter of 1825 


5 4 


4 8 5 


5 4 


5 5 2 1 
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wheat fell from an average of 60«. in January, to 
55s. bd. in March. This decline might be owing, 
in some degree, to the state of discredit, and to the 
great pressure for money which was then felt; but 
. it was in a greater degree apparently owing to the 
apprehension which was then generally entertained, 
that the wheat in bond would be liberated, as had 
been done in the spring before, at a low duty. 
There is reason to believe that the latter was the 
preponderating cause, inasmuch as, upon a declara- 
tion made by ministers in parliament, in the early 
part of the session, that there was no intention of 
admitting the wheat then in bond, the average price 
rose in April to 60^. This, in the distressed state 
of the manufacturing population, was a high price ; 
and other descriptions of food were still higher in 
proportion. But, under the uncertain prospect of 
the coming crops, the appearance of which in the 
spring was not promising, and the conviction of a 
greatly diminished stock on hand, apprehensions 
were entertained of a further advance. As a 
measure therefore of immediate relief, as well as 
with a view to allay the complaints of the working 
classes, which were becoming very loud, and were 
breaking out into acts of violence in some of the 
manufacturing districts, government, contrary to 
its former expressed determination, proposed to 
parliament, on the 1st of May, 1826, the release of 
all the corn then in bond. And ministers further 
proposed, as a precaution against the contingency 
of an unfavourable harvest, to be invested with dis- 
cretionary powers to admit, during the recess of 
parliament, such additional quantity, not exceeding 
500,000 quarters, as circumstances might dictate. 
An intimation was at the same time given of the 
intention of government to propose early in the 
following session of parliament an essential change 
in the corn laws, involving a great relaxation of the 
prohibitory part of the system. 
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These measures coinciding with a depressed 
state of credit, and followed as they were by a re- 
markably early harvest *, of which the wheat crops 
were computed to be somewhat above an average 
in quantity, and secured in the best condition, had 
the effect of keeping down the price of wheat, 
which ranged from 58s. to 55s. during the remainder 
of 1826. But, while the wheat crop had been 
favoured by the hot and burning summer of that 
year, all other grain and the leguminous products 
had suffered from the drought, and were greatly 
deficient; insomuch that government authorised, 
by an order in council, 1st September, 1826, the 
admission of oats, at a duty of 2^. per quarter, and 
of rye, peas, and beans, at a duty of 3s. 6rf., the 
order to continue in force for forty days from the 
next meeting of parliament. The averages at the 
close of the year were, for 

Wheat 

Barley - - - 

Oats 

Beans ... 

Peas 

Here we have the prices of oats and beans and 
peas higher in 1826, during a restricted state of the 
general circulation, and after notice of the ap- 
proaching suppression of the country small notes, 
and after the admission of a large foreign supply, 
than they had been during the enlarged circulation 
of the spring of 1825. 

And, even with regard to wheat, notwithstanding 
the depressing circumstances of the times — not- 

• The winter of 1825-6 was rather colder than the preced- 
ing one, but, with the exception of ten da^s of sharp frost 
in January, not very severely so. The spring following was 
rather ungenial, being cold and dry till the latter end of May, 
when there were some heavy warm rains, followed by brilliantly 
fine weather, which set in early in June, and continued unin- 
terruptedly hot and dry till the first week in September. 



s. 


a. 


58 


1 


38 





31 


4 


52 


8 


54 


6 
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withstanding the approaching suppression of the 
small note country circulation, and the prospect, 
amounting almost to a certainty, that the stock in 
bond, which had been imported in 1826, to an 
extent of upwards of 500,000 quarters, would be 
admitted for home consumption before the follow- 
ing harvest, the price rose to 60*. in July, 1827. 

The crops of 1827 * were computed to have 
yielded a full average of all grain, in point of quan- 
tity ; but the wheat, in condition and quality, was 
greatly inferior to the crop of the preceding year. 

As soon as it was ascertained that the produce 
of 1827 was not decidedly deficient, and that there 
was consequently no probability of any immediate 
advance of price, the greater part of the wheat and 
flour which was in bond, amounting to 572,733 
quarters, was entered for home consumption, under 
the provisions of Mr. Canning's bill, at a duty ex- 
ceeding 20.V. per quarter. This admission of a fo- 
reign supply at a time when our own crops had 
been secured in sufficient quantity, as it was esti- 
mated, to meet the ordinary rate of consumption 
till the following harvest, was naturally calculated 
to depress the markets. The average price ac- 
cordingly then declined progressively, till it reached 
its lowest point of depression in December follow- 
ing, namely, 49*. the Winchester quarter. But . 
this fall took place, not only without any coincident 

♦ The winter of 1826-7 was rather colder than either of the 
two preceding winters, but still not of a character of remark- 
able severity. The spring following presented nothing unusual. 
The summer was cold and dry ; the harvest backwarder than 
in the two preceding seasons, and in its progress was attended 
with unsettled weather, especially in the northern division of 
the island. 

In consequence of the succession of two seasons marked by 
a prevalence of drought, the price of meat in the spring of 
1827 was relatively high, the quotations in Smithfield being — 
Beef, - - 4^. 4rf. to 5s. 6d. per stone. 

Mutton, - - U. 5d to 6i. do. 
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contraction of Bank issues*, but was accompanied 
by an increase of them. Credit had been restored, 
and the general circulation had been consequently 
greatly enlarged, more especially as compared with 
the autumn of 1825, when the prices of wheat, and 
of com generally, were from 20 to 30 per cent, 
higher than in the last six months of 1827. If the 
facts here adduced should not be deemed sufficient, 
they might be multiplied without end, in proof of 
the utter want of connection, in the relation of cause 
and effect, between the state of the corn markets 
and the state of the circulation, from the com- 
mencement of 1823 to the close of 1827. 

While, however, in these variations so little in- 
fluence of the currency is perceptible, we may dis- 
tinctly trace the operation of the corn laws. If the 
law of 1815 had been rigidly enforced, and if the 
relaxation of it, by the admission of foreign corn 
into' consumption in 1825, 1826, and 1827, had not 
taken place, the price of wheat in 1826 and 1827 1 
must .inevitably have ranged from 70^. to 80^., sup- 
posing the public to have submitted to so grievous a 
monopoly price. Thus, while all other productions 
were at greatly reduced prices, and still falling, we 
should have seen the prices of corn rising, so as to 
constitute a severe dearth. And no possible in- 
genuity could, in that case, have reconciled the 
state of the corn markets with the state of the cir- 
culation consistently with the operation ascribed 
by the currency doctrine to PeePs bill. 

On the other hand, as the crops on the Continent, 
in the period under consideration, appear to have 
been more abundant than they were in this country, 

• Notes in circulation, average of the months — 

Dec 1825, - - ^19.748,840 

1827, - - 20,762,380 

f The total quantities of foreign grain and meal admitted 
for home consumption, in the two years, 1826 and 1827, 
amounted to no less than 5,083,659 quarters. 
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those of 1823 and 1824 more especially, there 
would, if our ports had then been open at a low 
fixed duty, have been large importations, which 
would have been attended with important conse- 
quences in a two-fold point of view. The prices 
of grain would not have risen as they did between 
1822 and 1827, and there would not have been 
such an accumulation of gold in the coffers of the 
Bank in 1 823 and 1 824, as induced and emboldened 
the directors to enter into engagements for enlarg- 
ing their securities to such an extent as brought 
that establishment into the critical position in which 
it stood at the close of 1825. It is, indeed, clear, 
almost to demonstration, that it was by the corn 
laws, combined with the state of the crops, and not 
at all by the circulation, that the prices of grain 
were influenced in the interval from 1822 to 1827. 
Nay, farther, that not only was the circulation not 
the cause of the variations in the prices of corn in 
that interval, but that the prices of com under our 
monopoly system exercised a considerable influence, 
in that interval, on the state of the circulation. 



Section 3. — State of Markets for Prodtcce and 
Commodities other than Corn, from 1823 to 
1825. 

In the early part of 1823 the entrance of the 
armies of France into Spain, giving rise to the ap- 
prehension of a general war in Europe, caused a 
speculative advance in the prices of colonial pro- 
duce, and of some other commodities of which the 
cost of production was likely to be raised, or the 
supplies obstructed, by such an event. Coffee and 
sugar, and several other articles, were supposed to 
be likely to be so affected, and experienced there- 
fore a considerable rise of price in the three first 
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months of 1823. But, when it was found that the 
government of this country did not interfere to 

?revent the occupation of Spain by the armies of 
Vance, and that consequently there was no longer 
any ground for apprehension of a general war, the 
markets for those articles relapsed to their former 
state. 

Later in the season, a speculation in cotton, and 
consequent advance of prices, occurred, on the 
ground that the reduced stock on hand, with the 
computed probable importation, was likely, accord- 
ing to the estimates then formed, to fall short of 
the rate of consumption. But the importations 
proved to be beyond the estimated quantity, while 
the consumption appeared to have been checked, 
and prices soon subsided to the state from which 
they had been speculatively raised. 

with these exceptions, and other isolated specu- 
lations of less note, attended by the same result, 
the prices of goods generally were either stationary 
or dull arid drooping through the first six montfis^ 
and in some cases (the important article of coffee 
for instance') f till the close of 1824. This dull 
and drooping state of markets for nearly all de- 
scriptions of goods, which prevailed more or less 
in the last six months of 1823, and the first six 
months of 1824, while the corn markets, although 
fluctuating, were at a comparatively high range, 
appears to have been lost sight of in all the speeches 
and pamphlets referring to that period. The im- 
pression universally prevalent seems to be, that an 
excited and generally speculative tendency existed 
in the markets for all other kinds of produce as 
well as com, commencing in 1823, and proceeding 
with only occasional oscillations till the summer of 
1825. And this impression is calculated to favour 
the theory which ascribes to an enlargement of the 
currency the whole of that rise of prices. But the real 
stateofracts is wholly at variance with this impression. 
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In most of the great branches of trade there 
prevailed, in the latter part of 1823, and the greater 
part of 1824, a general character of prudence 
and sobriety, without any apparent resort to an 
undue extension of credit There was still at this 
time a prevalence of the caution which had been 
taught and enforced among the commercial classes 
by the reverses and losses which had been sustained 
by the great fall of prices since 1818. Due atten- 
tion was still paid to the most obvious elements of 
mercantile calculation ; and, although there was an 
evident tendency to increased speculation, the ob- 
jects for the exercise of it were selected with a 
considerable degree of care and sobriety. Goods 
had been imported or bought in the home market 
at the lowest prices, and with a practical knowledge 
of the grounds for estimating the actual and con- 
tingent supply, compared with the probable con- 
sumption ; and manufacturers had laid in their raw 
materials, and erected their machinery, on such 
terms as enabled them to supply both the foreign 
and the home market with wrought goods, which, 
although comparatively cheap, left a fair profit. 
The low prices of the raw materials, and the im- 
provements of machinery, which had in a still 
greater proportion reduced the cost to the con- 
sumer, had greatly extended the consumption of 
most descriptions of manufactured articles both at 
home and abroad. And the trade and manufactures 
of the country had never before been in a more 
regular, sound, and satisfactory state than in the 
interval from 1821 to 1824. 

At different periods in 1824, but chiefly towards 
the close of it, according as attention had been 
drawn to the actual and forthcoming supplies, it 
was observed that, in some of the leading articles, 
the rate of consumption was outrunning the actual 
and (as far as could be calculated) the contingent 
supply. An incentive was thus afforded to the 
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spirit of speculation, and as, on some former 
memorable occasions (such, more especially, as in 
1808 and 1809, and in 1816 and 1817, when from 
casual scarcity or under-supply, occurring coinci- 
dently in several branches of trade, the markets 
assumed a decided upward tendency), the example 
of successful early purchases attracted general at- 
tention, and induced extensive imitation. 

The closing months of the year are those in which, 
by annual custom, the stocks of goods on hand, and 
the prospects of supply and probable consumption 
for the coming season, are stated and reasoned upon 
by merchants and brokers in circular letters ad- 
dressed to their correspondents and employers. By 
these circulars it appeared that, of some important 
articles, the stock on hand fell short of what it had 
been at the close of the preceding yeao From this 
the conclusion was more or less plausibly deduced, 
that the rate of the annual consumption of those 
articles was outrunning the utmost actual and pro- 
bable supply, and that an advance of price must 
necessarily be the consequence ; not, however, con- 
sidering that a great part of the increased consump* 
tion had been owing to the reduced price. At the 
same time there were, on the present occasion, in 
the case of some leading articles, such as cotton 
and silk, confident reports of failure of crops, or 
other causes which would infallibly diminish the 
forthcoming supply. Expectation of scarcity was 
thus combined with actual deficiency, in further 
exciting the spirit of speculation, which had been 
already roused, and to which, as will hereafter be 
seen, the state of the money market, or, in other 
words, the low rate of interest, afforded great facility. 

The impulse to a rise of prices being thus given, 
and every succeeding purchaser having realised, 
or appearing to have the power of realising, a 
profit, a fresh inducement appeared, at every step 
of the advance, to bring forward new speculative 
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buyers. Accordingly, at the close of 1824, and 
the commencement of 1825, the example of early 
successful speculation had become infectious. The 
purchasers were no longer such only as were con- 
versant with the market: many persons were in- 
duced to go out of their own line, and to embark 
their funds, or stretch their credit, with a view to 
engage in what was represented to them by the 
brokers as a certain means of realising great and 
immediate gains. 

Cotton, from its importance, and from its afford- 
ing, in the first instance, the fairest grounds for 
investment, became a prominent object of specula- 
tion, on the most extensive scale, and at exorbitant 
prices. Silk, wool, flax, and other articles, in which 
some advance was justified by the state of supply 
relatively to the consumption, became successively 
the subjects of a speculative anticipation, and ad- 
vanced much beyond any reasonable bounds. 

There then arose an inipression that all pur- 
chases of goods were likely to answer. This 
impression was encouraged, if not produced, by 
the recommendations of the brokers to those to 
whom they had access. The following extract, 
from one of the commercial circulars in the latter 
part of 18^4, will serve as a specimen of the in- 
ducements then held forth to speculation : — 

<< Commercial affairs have lately improved, and the following 
articles have advanced 10 to 25 per cent., viz. indigo, rice, gura, 
nutmegs, pepper, pimento, and other spices, &c., as noted in the 
value affixed to each respective article in the columns of prices. 
Speculators have shown an eager inclination to invest exten- 
sively in such articles as are low in price, or where the stocks 
have been reduced by regular deliveries for shipping or con- 
sumption ; and the following we think deserving the attention 
of our speculative friends, as possessing some claims, either to 
the one character or the other, namely, safflower, saffron, pot 
and pearl ashes, resin, linseed, oil, coffee, cochineal, tallow, 
sugar, and opium ; other articles equally favourable may be re- 
commended ; but the above occur to us at the moment as likely 
to afford a remunerative profit.*' 
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All the articles here enumerated, besides many 
others, became objects of speculative purchase. 

Recommendations and incitements like these 
were aided by a reference to the following con- 
siderations. The steps in progress, preparatory to 
a recognition by our government of the South 
American states, had given rise to the most exag- 
gerated expectations of an immediate extension of 
exports to those countries, while the chief returns 
from thence were looked for in the shape of the 
precious metals ; the production of which, it was . 
expected, would be rapidly extended by the appli- 
cation of improved machinery, and by the great 
outlay of British capital which was about being 
made in the American mines. From the various 
extensive projects for working those mines, the 
most brilliant results were anticipated. So sanguine 
on this head, indeed, were the views of persons 
otherwise well informed, that they believed and 
acted upon the belief of a diminished value of gold 
and silver, in consequence of the vast additional 
quantity which was speedily thus about to be raised. 
At the same time, independent of these anticipa- 
tions, the remittances to South America of the 
very capital for the mining projects then afloat, as 
also for the loans raised in this country for those 
states, were made, in large part, in manufactures, 
besides mere stores and machinery ; thus forming 
a great temporary increase of demand for manu- 
factures. The flourishing accounts which, at the 
meeting of parliament, were officially announced of 
the finances, and of the general prosperity of the 
country, afforded scope for the most exaggerated 
views of rapid increase of consumption beyond 
what the production could keep pace with, unless 
at progressively advancing prices. 

From these concurrent causes, the speculations 
in goods proceeded with extraordinary activity from 
the close of 1824 till an advanced period of the 

VOL. II. L 
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spring following. The speculative anticipation of 
an advance was not confined to articles which 
presented a plausible ground for some rise, how- 
ever small ; it extended itself to articles which 
were not only not deficient in quantity, but which 
were actually in excess. Thus coffee, of which 
the stock was increased compared with former 
years, advanced 70 to 80 per cent. Spices rose, 
in some instances, 100 to 200 per cent, without 
any reason whatever, and with a total ignorance on 
the part of the operators of every thing connected 
with the relation of the supply to the consumption. 
In short, there was hardly any article of merchan- 
dise which did not participate in the rise ; for it 
had become the business or the speculators, or the 
brokers who were interested in raising and keeping 
up prices, to look minutely through the general 
price currents, with a view to discover any article 
which had not advanced, in order to make it the 
subject of exaggerated demand. The extent of the 
rise of the articles which were the principal objects 
of speculation, will be seen by the statement, a few 
pages forward, of the fluctuation between 1824 and 
1826. 

The excitement here described reached its maxi- 
mum in the first four months of 1825, there being 
few, if any, of the articles which had been the 
subject of speculation that had not attained their 
highest price before the end of April of that year. 

It has been already observed, that the advance 
of prices, in its origin, was in a considerable degree 
justified by the reduced quantities, relatively to the 
estimated rate of consumption, of the principal 
commodities which had become the subject of 
speculation. And, if the speculations had been 
confined to the purchases with a view to re-sale at 
advanced prices of the goods on the spot, there 
would not have been anything like the extent of 
engagements that was eventually found to have 
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arisen out of them, nor the great revulsion of 
credit and the commercial failures which followed 
the turn of markets. The fact is, that in this case, 
as in 1808-9, and I8I6-I7, and in a recent and 
memorable instance in which the spirit of specula- 
tion had been, in the first instance, excited by a 
view of the reduction of stocks below the estimated 
rate of consumption, an exaggerated opinion of an 
increased rate of consumption and of a limitation 
of supply, induced engagements for purchases 
abroad^ with a view to importations on a greatly 
enlarged scale ; and the high prices, which could 
only be justified by their effect in eking out small 
stocks on the spot by a reduced rate of consump- 
tion, were extended to the forthcoming supplies, 
which were increased in quantity by those very 
prices which reduced the consumption. 

Not only was this exaggeration of demand, com- 
pared with the supply, at high prices, the cause of 
increased importations, but it also operated tempo- 
rarily in inducing increased exports. The reduced 
stocks of raw materials in this country, and the spe- 
culations thereupon, would, in most cases, be at- 
tended, in the first instance, with improved markets 
abroad for the manufactured goods into which those 
raw materials extend ; and the improved markets 
abroad would give an impulse both to orders from 
thence, and to speculative shipments thither, beyond 
what would be found to be eventually carried off* 
by consumption at the advanced prices. The 
transactions hence arising, and the engagements 
consequent upon them, might be, as, in fact, they 
were, entered into to a vast extent, long before any 
effect of them could be felt in the exchanges, or in 
the rate of interest, or in prices, or in the state 
of credit. 
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V 



Section 4. — Speculations in Foreign Loans and 

in Shares in 1824 and 1825. 

The speculations in foreign loans and in shares, 
which constituted so large a part in the gener^ 
excitement which prevailed in 1824 and 1825, had, 
in their origin and progress, preceded, and, in point 
of extravagance, outrun those which have here been 
noticed as having taken place in the markets for 
goods. Various loans to the continental states of 
Europe had been negotiated in this country be- 
tween 1817 and 1823 ; and all of these (with the 
exception of one to the Spanish government under 
the Cortes, which proved very ruinous to the sub- 
scribers) turned out eventually to be on a solid 
footing, the stipulated dividends being regularly 
paid. The stocks created by those loans partici- 
pated only with our own government securities in 
the fluctuations incidental to all funded property 
whose estimation was not impaired by any appre- 
hension of breach of faith or inability on the part 
of the government to pay the dividends. 

The fall in the rate of interest in this country * 
had contributed to render all those investments in 
foreign stocks, with the exception of the Spanish, 
highly beneficial to the subscribers, and thus at- 
tracted attention and afforded inducements to that 
description of investment, which, accordingly, was 

* The fall in the rate of interest is exemplified in the follow- 
ing comparative statement of the prices of the 3 per cent, 
consols (exclusive of the accruing dividend), and of the pre* 
mium on exchequer bills : — 

3 per cent Consols. Premium on Exchequer Bills. 

Aprils. 1823, 731 - - - iQjy. to 12*. 

July 1. — 80| - - - 21*. to 24*. 

Oct. 3. — 82^ - - . 37*. to 40*. 

Jan. 1. 1824, 86 - - . 51*. to 53*. 

April 2. 94i - - - 56*. to 58*. 

Nov. — 96| - - - 60*. 

Jan. 1825, 94 J - - - 68*. 
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entered into on a large scale. But the continued 
fall in the rate of interest had a further and more 
marked effect in determining capital to investment 
in foreign funds.* 

The five per cents had, towards the close of 
1822, been reduced to a four per cent stock ; and, 
early in 1824, the old four per cents were reduced 
to a three and a half per cent, stock. These 
financial operations were strictly in accordance 
with the conditions on which the loans were 
originally contracted, and the government would 
not have been justified in withholding from the 
public the benefit of that mode of reduction of 
charge for the public debt. But, by the individuals 
whose income was thus reduced, it was felt as a 
case of hardship ; and those among them, more 
especially, whose mode of living was likely to be 
affected by such reduction, would naturally be 
more disposed than they otherwise would have 
been to resort to modes of investment attended 
with increased hazard, in return for the prospect of 
a much larger interest than that afforded by the 
funds of this country. It was a restlessness of 
feeling of this kind, combined with the facilities 
of the money market, or, in other words, with the 
fall in the general rate of interest, and with the too 
highly-coloured accounts of the resources and good 
faith of the states of South America, which gave 
occasion to the projects for loans to those states, 
and, at the same time, enabled the contractors to 
fill their lists. A considerable impulse to those 
projects, and to the eagerness with which they 
were entered into by the public, was given by the 
steps announced on the part of the government of 
this country, as preliminary to the formal recogni- 
tion of the independence of the South American 

• In the summer of 1822 the Bank reduced its rate of dis- 
count from 5 to 4 per cent. 
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states. Specious statements were held forth of the 
great resources and capabilities of revenue of those 
states ; and assurances were held out, and believed, 
of the good faith and the power of the several 
governments to raise and appropriate the sums 
requisite for the payment of the dividends. The 
most sanguine expectations were entertained of 
the unbounded resources of those states, now that, 
being relieved from the trammels of the old Spanish 
government, those resources were about to be de- 
veloped by a free commercial intercourse with this 
country. 

The most flaming accounts were at the same 
time brought before the public of the productive- 
ness of some of the principal mines of Mexico 
and South America, which nad been temporarily 
abandoned during the civil wars in those countries, 
and which required, as was supposed, only the ap- 
plication of British capital and skill to render them 
more productive than ever. 

In the early part of 1824, a very great variety 
of other projects were launched, all more or less 
favoured by the state of the money market. Of 
the several insurance companies which were started 
about this time, the Alliance British and Foreign 
Assurance Company, which had been brought out 
under the auspices of the late Mr. Rothschild, 
created the most sensation. No sooner had the 
prospectus been issued, than the shares rose to a 
very high premium. 

The high premiums to which this and some of 
the earlier projects, whether for loans, for mining, 
insurance, or other joint stock companies, reached, 
served as incentives for the formation of new ones ; 
and, provided the names of the directors were at 
all known, the subscriptions tendered were greatly 
beyond the amount which was professedly re- 
quired.* 

* The following extract from the Annual Register for 1824 
gives a very detailed and correct account of the state of things 
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It is particularly worthy of remark, that this state 
of things existed in the early part of 1824, because 
it will have an important bearing on the question, 
which will be separately examined, how far the 

of that 3rear, arising out of the disposition, on the part of the pub- 
lic, to enter into new schemes for the empioynient of capital : — 
^* The abundance of capital led to the formation of numer- 
ous joint-stock companies, directed, some of them, towards 
schemes of internal mdustry ; others of them, towards specula- 
tions in distant countries. The mines of Mexico was a phrase 
which suggested to every imagination unbounded wealth ; and 
these companies, — the Real del Monte Association, the 
United Mexican, and the Anglo-Mexican, — were formed for 
the purpose of extracting wealth from their bowels by English 
capital, machinery, and skill. Similar companies were formed, in 
the course of the year, for working the mines of Chili, of 
Brazil, of Peru, and of the provinces of the Rio de la Plata, 
and for prosecuting the pearl fishery on the coast of Columbia. 
So great was the rage for speculation, that, in the course of a 
very few weeks, in the early part of the year, the following 
undertakings, among others, were brought forward in Lon- 
don, and found subscriptions courting their acceptance : — 
The Alliance Fire and Life Insurance Company, with a 
capital of four millions; — The Palladium Fire and Life Insur- 
ance Company, with a capital of two millions ; — The British 
Annuity Company, 'whose capital was three millions ; — The 
Metropolitan Investment Company, with a capital of one mil- 
lion ; — The Thames and Isis Navigation Company, with a capi- 
tal of one hundred and twenty thousand pounds ; — An Ale 
Brewery Association, with a capital of two hundred thousand 
pounds ; — A Company for obtaining from Government a Grant 
of a Million of Acres of Land in New South Wales, and for im- 
proving the Growth of Wool ; — An Association for the cutting 
a Canal across the Isthmus of Darien ; — A Company for Navi- 
gating the Thames and Isis by Steam ; — A New Dock Com- 
pany, for Coals only. Many of the companies which were thus 
set on foot, were able, or conceived that they were able, to pro- 
secute their objects effectually without deriving any sanction 
or special powers from the legislature. Others of them, and par- 
ticularly such as were to have their sphereW operation at home, 
found it prudent or necessary to apply for private acts of par- 
liament ; so that, in the month of March, there were upwards 
of thirty bills before the House of Commons, for the purpose of 
giving legal existence to different companies of this kind. 
In all these speculations, only a small instalment, seldom ex- 
ceeding 5 per cent., was paid at first ; so that a very moderate 
rise on the prices of the shares produced a large profit on the 
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currency, as connected with the regulation of the 
issues of the Bank of England, was an originating 
or accessary cause of that state of things. Divested 
of any reference to the state of the circulation, the 
peculiar circumstances which have been detailed, as 
presenting fresh fields of enterprise, so tempting 
to the restless spirit of adventure which then pre- 
vailed, will go far to account for the eagerness with 
which new schemes of every kind were entered 
into. The same feverish state of the public mind, 
with a still increasing activity, prevailed, subject 
only to occasional intervals of abatement, or rather 
pauses, through the whole of 1824. The excite- 
ment reached its height in the first four months of 
1825. 

It was then that speculations in goods came in 
aid of speculations in foreign loans, and in shares 
of joint stock companies. And although, for the 
reasons stated, the markets for agricultural produce 
had not participated in the spirit of speculation 
which prevailed in the markets for other produce 
and for shares, the prices of provisions were, from 
the combined effect of the season and the corn 
laws, at a high range compared with what they had 
been at three years before. 

There was accordingly, in the spring of 1825, 
an almost universal activity pervading nearly all 



sum actually invested. If, for instance, shares of 100/., on 
which 5/. had been paid, rose to a premium of 40/., this yielded 
on every share a profit equal to eight times the amount of the 
money which had been paid. This possibility of enormous profit 
by risking a small sum, was a bait too tempting to be resisted ; 
nil the gambling propensities of human nature were constantly 
solicited into action ; and crowds of individuals of every de- 
scription, — the credulous and the suspicious, — the crafty and 
the bold,— the raw and the experienced, — the intelligent and the 
Ignorant, — princes, nobles, politicians, placemen, patriots, lawyers, 
physicians, divines, philosophers, poets, intermingled with wo- 
men of all ranks and degrees — spinsters, wives, and widows — 
hastened to venture some portion of their property in schemes 
of which scarcely any thing was known except the name.' 
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branches of industry, accompanied by all the out- 
ward and visible signs of prosperity which invari- 
ably mark periods of general excitement.* But 

* The consummation of the effects of that excitement is de- 
scribed in the subjoined extract, from the Annual Register, 
which refers to the early part of 1825 : — 

" Nearly all property had risen greatly in pecuniary value, 
and every branch of internal industry was thriving. Agricul- 
tural distress had disappeared; the persons employed in the 
cotton and woollen manufactures were in full employment ; the 
various departments of the iron trade were flourishing ; on all 
sides new buildings were in the progress of erection ; and money 
was so abundant, that men of enterprise, though without capital, 
found no di£5culty in commanding funds for any plausible 
undertaking. This substantial and solid prosperity was stimu- 
lated to an additional extent, and was, in appearance, still 
further magnified, by the operation of the many joint-stock 
companies which had sprung into sudden existence in the 
former year. Some of these had put in motion a considerable 
quantity of industry,' and increased the demand for various 
articles ; and all of them, at their commencement, and for some 
time afterwards, tended to throw a certain sum of money into 
more active circulation, and to multiply the transfers of pro- 
perty from one hand to another. As these speculations still 
retained their popularity, the apparent prosperity arising from 
their artificial stimulus presented an imposing aspect. New 
companies were formed ; day after day teemed with successive 
projects ; and the shares of joint-stock companies not only sus- 
tained the absurdly high prices which they reached in the latter 
end of IS^^, but even rose far higher. The madness which 
prevailed at this time cannot be shown more fairly or more 
conclusively than by the following statement, which specifies 
the amount of the instalments paid on each share, in five of the 
principal mining companies, and the market prices of these 
shares on the 10th of December, 1824, and the 11th of January 
respectively. 

Dec. 10. Jan. 11. 

Anglo-Mexican, 100/. 10/. paid. 33/. pr. 158/. 115/. 125/. 
Brazilian, 100/. 10/. do. 10*. dis. 66/. 70/. 44/. pr. 

Colombian, 100/. 10/. do. 19/.pr. 82/. 62/. 59/. 
Real del Monte, 400/. 70/. do. 550/-— 1350/. 
United Mexican, 40/. 10/. do. 35/.— 155/. 115/. 125/. 

^* Some of these projects derived fresh popularity, and the ge- 
neral satisfaction with the measures of government was much 
increased, by an important step which was taken in fixing the 
foreign relations of the country. 

" Mr. Canning made a formal communication to the foreign 



154 PRICES AND CIRCULATION, 

the grounds for the great rise of prices in the 
markets, both for shares and for goods, were un- 
sound, proceeding as they did upon incorrect in- 
formation and exaggerated views, which had been 
allowed full scope by an undue enlargement and 
abuse of credit. The appearances, therefore, of 
prosperity proved to be delusive ; and we have now 
to see uie disastrous results of the overtrading 
which so remarkably distinguished the close of 
182i, and the first few months of 1825. 



Section 5. — Fall of the Prices of Oood^ after the 

Spring of 1825. 

The speculations both in purchases of goods on 
the spot, and in overtrading in imports and ex- 
ports, which had their origin mostly at the close 
of 1824, and continued through the greater part 
of the spring of 1825, terminated, in the course of 
the summer and autumn of that year, as such spe- 
culations commonly do terminate. The usual ef- 
fects of prices driven up beyond the occasion soon 
manifested themselves in diminished demand *', and 



minister accredited to our court, in which he stated, ^ That, in 
consequence of the repeated failures of the applications of his 
Majesty's government to the court of Spain, relative to the recog- 
nition of the independent states of South America, his Majesty 
has come to a determination to appoint charges d'affaires to the 
states of Colombia, Mexico, and Buenos Ayres ; and to enter 
into treaties of commerce with those respective states on the 
basis of the recognition of their independence.' This measure, 
beneficial and popular in itself, was the more acceptable, be- 
cause it was justly deemed prophetic of the course which would 
be adopted with regard to Chili, Peru, and Guatimala, as 
soon as stable governments should be created in those coun- 
tries. 

♦ The demand, on such occasions, is diminished in a greater 
degree than the actual consumption. When the conviction is 
once established, that there is an approaching relief, by a fresh 
importation, from the existing deficiency of supply, the manu- 
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in advices of forthcoming supplies, large beyond 
the utmost previous computations. In the instance 
of several descriptions of produce, not only was 
the importation larger than on any former occasion, 
but supplies came in considerable quantities from 
new sources ; or comparatively insignificant sources 
were greatly enlarged.* 

Thus, to small stocks of goods had succeeded 
overwhelming importations, some of them from 
unusual sources ; and a consequent accumulation 
beyond the utmost computed rate of consumption. 
At the same time there was a diminished export, 
most articles having risen beyond the price which 
the foreign consumer could or would afford to pay 
for them. But, as has been remarked, with refer- 



facturers and the dealers, both wholesale and retail, limit their 
purchases to merely what is absolutely necessary. The manu- 
facturers workup, and the dealers and shopkeepers run off, their 
previously accumulated stocks, before they buy afresh ; and this 
they do only, as it is termed, from hand to mouth. There is, in 
such cases, a postponement of demand, as, under the opposite 
circumstances of apprehended scarcity and rising markets, an 
anticipation of demand. And the difference between a post- 
poned and anticipated demand, ought to be taken into account 
m all statements of quantities on hand, as compared with the 
rate of consumption. 

* Thus, in the instance of cotton, the quantity which previously 
to 1824 had been imported from Egypt into this country was 
perfectly insignificant, reached in 1825 to 20,000,000 lbs. And 
the effect on opinion of the sudden increase from this source, was 
greater than the mere quantity relatively to the total supply, 
inasmuch as it operated on the minds of buyers, as opening a great 
and indefinitc'source of supply at a reduced cost. The excess of 
supply in 1 825, of this and other raw materials of our principal 
manufactures, will be seen by the following comparative state- 
ment : — 



Years. 



1822 
1823 
1824 
1825 



Cotton. 



n>8. 

142,837,628 
191,402,503 



Wool. 



fts. 
19,058,080 
19,366,725 



149,380,1221 22,564,485 
228,005,291 43,8 1 6,966 



Raw Silk. 



lbs. 
2,060,292 

2,453,166 
3,051,979 
2,855,792 



Flax. 



cwt. 

610,106 

553,937 

742,531 

1,055,233 



Tallow. 



cwt. 
805,238 

830,271 

680,382 

1,164,037 



Linseed. 



bushels. 
1,413,450 
1,662,456 
2,195,093 
2,888,247 
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ence to former instances of a recoil of markets, 
from speculation and overtrading, there was a pause, 
and a resistance, of greater or less duration, to the 
fall ; the greater or less resistance depending upon 
the nature of the articles, and the time in which the 
engagements for payment fell due. 

The tendency downwards of most articles was 
manifest before the summer of 1825. The principal 
overtrading in goods, combining the extent of en- 
gagements with advance of prices, had occurred in 
the article of cotton, which is the most important of 
all others, as regards the magnitude of the capital 
embarked, and the interests involved in it. And in 
this article the reaction was first felt. Considerable 
failures, connected with the cotton trade, occurred 
in the United States, in the latter end of 1825. 
These were felt chiefly in Liverpool, where the 
commercial discredit preceded that of the metro- 
polis. But the full effect of the depressing causes 
was not experienced till the spring of 1826; and 
it was not till then that failures and discredit of 
mercantile establishments became extensive and 
important. 

The whole of the great fluctuations of the prices 
of goods were confined to the interval from the last 
few weeks of 1824 to June, 1826. 

It may be requisite here to repeat, being a cir- 
cumstance which will be found to be of impor- 
tance in considering the question of the influence 
of the amount of the circulation on these fluctua- 
tions of prices, that the markets for almost every 
description of produce were dull and drooping till 
the summer, and, in several instances, till the au- 
tumn, of 1824 ; and that it was not till the close 
of that year that anything like a spirit of general 
speculation in produce of various kinds arose. 
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Section 6. — Recoil of Markets for Loans and 
Shares after the Spring of 1825. 

The recoil from speculations in loans and shares 
so entered into, and irom premiums so extravagantly- 
run up, as they had been in the spring of 1825, 
was inevitable. The process by which the fall took 
place is simple and obvious : — As regarded the 
schemes, a more accurate appreciation of a greater 
outlay, and of smaller returns, than had been before 
anticipated ; and a limitation of the demand for 
investment in them, to such persons only as could 
afford to depend upon remote contingencies for an 
income, where any income was to be expected : 
above all, a general deficiency of means among the 
subscribers to pay up the succeeding instalments, 
as they had relied for the most part upon a con- 
tinned rise, to enable them to realise a profit before 
another instalment should be called for, or upon 
the same facility as had before existed, of raising 
money for the purpose at a low rate of interest ; — 
and, as applied to foreign loans, the absence of 
security for some of them, and the rise of the rate 
of interest in this country, which had the same de- 
pressing effect upon all of them. It is to be con- 
sidered that the greater part of the transfers of the 
original shares in the foreign loans, and in the new 
schemes, while the payments on them were light, 
and while confidence was still entire, were carried 
on by a medium engendered in a great degree by 
those very transactions ; and that the profits real- 
ised or anticipated by the successive shareholders, 
afforded a fund of additional credit, as well as df 
nominal capital, with which they might and did 
appear as purchasers of other objects of exchange. 
But as new loans and schemes were successively 
brought forward on grounds more or less specious, 
all tending to the additional absorption of capital, 
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while the increasmg calls, with the high premium 
payable on the former loans and schemes, were be- 
ginning to press upon the shareholders, the weakest, 
in the first instance, would endeavour to reahse 
without any longer finding ready buyers. A pause 
naturally ensued : and, under such circumstances, 
a pause is generally fatal to projects that do not 
proceed on solid grounds. 

As regarded the majority of the loans and 
schemes here alluded to, it was soon discovered, 
that while the calls for payments were immediate 
and pressing, the prospect of returns was become 
more remote and uncertain ; doubts too began soon 
to arise as to there being sufficient security for any 
income. Accordingly, after the greatest elevation 
in January and February, 1825, there was a pause 
in the first instance, then a slight decline, and, afler 
a few weeks, namely, in the May and June follow- 
ing^ a r^id decline. 

The South American loans entailed a loss of 
nearly the whole of the sums subscribed, there 
having been no dividends beyond a small part re- 
tained and paid back under the name of dividends. 
And the Mexican and South American mining 
subscriptions, with only one or two exceptions, 
proved to be a total loss of the capital paid. Of 
the other schemes, some few, which were undertaken 
on fair and solid grounds, survived; but a large pro- 
portion were abandoned, at a sacrifice of the greater 
part, if not the whole, of the deposits and first pay- 
ments. The losses thus sustamed were severely 
felt in the fortunes of individuals unconnected with 
trade ; but they likewise entered largely into the 
causes of the banking and commercial feilures which 
followed. 
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Section 7* — Commercial Discredit and Pressure 
on the Money Market Jbllowing the Spring of 
1825. 

From the combined effects of the great fall which 
thus took place in the markets for goods, and in 
the value of shares in the various loans and schemes, 
there was a rapid transition, from unbounded credit 
and confidence to general discredit and distrust. 

In a pamphlet of mine on the currency, in 
January, 1826, a description was given, while the 
impression was fresh, of some of the phenomena of 
the state of credit at that time. Referring to the 
contraction of the circulation, in consequence of 
the failures of country banks, the following remarks 
occurred : — 

" The issues of many of these banks had been 
greatly extended, without any adequate reserve of 
available funds to meet such sudden demands as it 
is of the very essence of the principles of banking 
to contemplate and provide for. It appears, by the 
disclosures arising out of the late disastrous and 
unprecedentedly numerous failures, that several of 
the banks had been, for some time before, insolvent, 
and had been kept afloat merely by the confidence 
of their customers, and the facilities of the money 
market, which had accompanied the increase of the 
Bank of England issues during the high prices. 
The first breath of suspicion, and the smallest re- 
duction of their accustomed accommodation, were 
sufficient to sweep away this description of circu- 
lation of paper. It has been discovered, moreover, 
that several of the country banks, which were sol- 
vent, as far as related to the power of eventually 
liquidating their engagements *, had not been con- 

* The number of those that were eventually found to be sol- 
vent, proved to be in a larger proportion than was supposed when 
the above was written. 
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ducted on correct banking principles, having a very 
inadequate reserve in an available and immediately 
convertible form. 

*' Some, too, of the London banks had carried on 
an extensive business with very insufficient available 
resources, and were, therefore, liable to be run 
upon on the occurrence of any general discredit. 
One of the most considerable of these (the house 
of Pole and Co.), after struggling through diffi- 
culties for upwards of a week, stopped payment 
early in December (1825). The notoriety of these 
difficulties in the first instance, and the eventual 
failure, diminished the resources of the country 
connexions of this firm ; and such of them as had 
not independent, ample, and immediately con- 
vertible fiinds, were under the necessity of sus- 
pending their payments ; thus adding to the alarm 
which was already prevalent. The consternation 
now became general, not only among the holders 
of local notes, but among depositors, as well in the 
metropolis as in the country. There was, in con- 
sequence, a severe run upon several of the London 
bankers, of whom three or four, besides the one 
before alluded to, suspended their payments. The 
panic was then at its height ; nearly seventy banks, 
m town and country, suspended their payments in 
the course of the single month of December last 
(1825). Bank of England notes and gold were 
almost the only medium which would then be ac- 
cepted in payment throughout the country ; but 



Sir M. W. Ridley said in the House of Commons, 3d June, 
1828, that "in 1825 and 1826 there were 770 country bankers, 
and of these sixty-three had stopped payment. Out of the 
sixty- three, twenty- three had subsequently resumed their pay- 
ments, and paid 20^. in the pound; and of the remainder, 
thirty-one were making arrangements for the payment of their 
debts, and there was a great hope that every farthing would be 
paid. The country bankers who had failed in 1826, had paid, 
on an average, 17 s. 6d. in the pound/ 
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Bank of England notes, where even they were 
taken as readily as gold, could not supply the chasm 
created by the discredit of the local paper, since 
the Bank had ceased to issue one pound notes ; 
gold, therefore, was required specifically for this as 
well as for the more general purposes of meeting 
the demand from want of conndence in the paper. 

The drain upon the Bank coffers for gold, for in- 
ternal purposes, was, from these causes, so great, 
that, following a previous drain for exportation, 
doubts were entertained whether cash payments 
could be continued. Happily, the public escaped 
the calamity of a. second suspension. The con- 
traction which had taken place in the circulating 
medium, by the destruction of nearly all the country 
paper, and the cessation of almost all transactions 
on credit, and the detention of sums for the pur- 
pose of increased reserves by bankers and others, 
was greater, perhaps, than had ever before occurred, 
notwithstanding that an enlarged issue of Bank of 
England notes had been made through the medium 
of extended discounts of mercantile bills; and this 
contraction was at length effectual in occasioning 
an influx of gold sufficient to place the Bank out of 
immediate danger. In the mean time, it had issued 
a few one pound notes, to supply the urgent wants 
of the country circulation.* 

" Under the circumstances which have here been 
very hastily and imperfectly sketched, a melancholy 

♦ A box containing about 600,000/. or 700,000/. of one pound 
notes, which had been put aside unused, had been discovered, by 
an accident, it is said, in the possession of the Bank ; and these were 
immediately issued, in the week ending the 24th December, 
1825. The relief afforded by this issue was very seasonable; 
but it may be doubted whether it was so essential as has been 
supposed, in preserving the Bank from suspension, because the 
severest part of the run for gold seems to have been over in the 
week preceding the issue. At the same time, if it was essential, 
it makes the position of the Bank only the more humiliating, 
inasmuch as its preservation was owing to an accident, which 
partakes of the nature of the marvellous or miraculous. 
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exemplification has been afforded of the mode in 
which extremes produce their opposites ; in which 
unbounded confidence, and all the delusion of un- 
founded anticipation, have been succeeded by dis- 
trust and dismay. 

" To the great facility which only a few months 
before had been experienced by speculators, pro- 
jectors, and adventurers of every kind, in raising 
whatever sums they might require at the shortest 
notice, and at a low rate of interest, on securities 
of goods, on mortgages, or on bills of whatever 
length of date, or on mere personal credit, the most 
signal contrast was exhibited, of an utter inability 
to raise money upon any but the best and most 
convertible securities. Goods became unsaleable, 
beyond the immediate and urgent wants of the 
consumers, so that the stocks which are usually 
held in anticipation of demand, were wholly un- 
available to meet the pecuniary engagements of the 
holders. Thus, many merchants having accepted 
bills for only half the invoice amount of wool, cot- 
ton, and silk, coming to their consignment, were 
unable to realise even that half by sales, or by ad- 
vances on the security of the bill of lading ; and 
not only no further advances could be obtained by 
way of loan on the security of goods, but the ad- 
vances already made were peremptorily called in. 
Advances on mortgage, owing to the usury law *, 

♦ The operation of the usury law may be distinctly traced 
in a great aggravation of the distress among merchants and 
bankers duriiig that critical period. Had it not been for that 
preposterous law, many individuals would, in all probability, 
have been enabled to obtain immediate relief, by getting bills, 
which were not within the bank time, discounted at 7 or 8 
per cent.; but those who would have lent on that kind of 
security, if not limited to 5 per cent., naturally directed their 
disposable capital to such modes of investment as admitted of 
their realising a larger interest without coming under the opera- 
tion of that law. Thus numbers, who would gladly have given 
an advanced rate of 8 or 10 per cent., were driven, by an 
enactment which was absurdly intended as a protection to them, 
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were wholly out of llie question. From the same 
cause, viz., the value of the use of monied capital 
having risen beyond the rate of 5 per cent., which 
has been imposed by law as the maximum, no bills, 
however good in pomt of security, were convertible, 
which had longer to run than ninety five days, and 
which did not come within the forms prescribed 
by the Bank, as the rule of its discounts. The 
different shopkeepers, retail tradesmen, and small 
farmers, having taken in payment, in the course of 
their dealings, the notes of the country banks which 
subsequently failed, were prevented from making 
their payments within the stipulated periods to the 
manufacturers and wholesale dealers ; and these, 
consequently, were unable to fulfil their engage- 
ments, or discharge their acceptances to the im- 
porting merchants. 

" It would be an endless task to attempt to fol- 
low all the steps by which disappointment and loss 
and insolvency, have, at the close of 1825, followed 
the brilliant hopes, the reputed gains, and the un- 
limited credit, which characterised the early part 
of the year. Suffice it to say, that these contrasts, 
inadequately as they are here exhibited, serve to 
illustrate the process by which the factitious in- 
crease of a medium of paper and credit, raising 
the prices of commodities and of the public funds 
above the level which the metaUic basis of the cur- 
rency can support, must be succeeded, not only by 
a destruction of all that artificial medium, but by 
a temporary contraction of the circulation below 
the level from which that enlargement took place.** 

And a few weeks later, that is, at the end of 



to sell stock or goods at a loss of 20 or 30 per cent for cash, 
compared with the price for time. For it is a matter of 
notoriety that extensive sales were actually made of stock, at 
that difrerence ; and it is within my own knowledge that sales of 
goods for immediate money were made at a still greater 
sacrifice. 
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February, in a postscript to a subsequent edition, 
the following remarks were added : — 

" After the great panic which prevailed in the 
money market in December last (1825), and which 
was characterised by a run upon nearly all the 
bankers, both in town and country, there was a 
pause and an abatement of the alarm. It was then 
a matter of remark and surprise that, in the midst 
of so much distress, by the failure of bankers, and 
by the disturbance of the country circulation, and 
while so many small traders were unable to fulfil 
their engagements, there were, down to the middle, 
or nearly the end of January, comparatively few 
failures of mercantile establishments of any extent 
or importance in the metropolis. The answer, 
however, which then presented itself to that remark 
was, that while banJkers were liable, upon the 
slightest breath of suspicion, to be run upon, and 
their solvency immediately put to the test, mercan- 
tile houses might go on for some length of time, 
under more or less of discredit and difficulty. The 
essential difference is, that the engagements of 
bankers are to pay on demand, while those of 
merchants are payable only after a certain date. 
A merchant may therefore have very large engage- 
ments which, in consequence of a fall of markets, 
or loss from other causes, it may become evident 
to himself, and suspected by others, that he will 
not be able to discharge when due : but till they 
are due, he may take the chapter of accidents in 
his favour, and not declare his inability. Under 
such circumstances, too, his earliest acceptances 
may be renewed by creditors who may think 
favourably of his chance of overcoming his diffi- 
culties. 

" Among the accessary causes of the overtrad- 
ing, was the facility with which merchants obtained 
discounts of long paper, at six, nine, and twelve 
months, not only from town bankers, but from the 

M S 
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country banks, and particularly from the Scotch 
banks ; such bills being readily renewed, while the 
money market continued to be abundant, and while 
the solvency of the parties was unquestioned. 
These long-dated bills contributed to the difficulties 
of the banks, from not being readily available when 
the banking panic occurred, while they account 
for the delay in the appearance of mercantile de- 
rangement. There is another large class of bills 
which have been, and are about, falling due during 
January, the present, and the next month, having 
been drawn from abroad, against the unusually 
large shipments of produce which have been made 
to this country. 

" A large proportion of this mass of both inland 
and foreign bills was discounted by the Bank of 
England in December, and the early part of Janu- 
ary last; and the extent to which this accommoda- 
tion was afforded gave relief in a double point of 
view, both by enabling the holders of those bills 
to make their immediate payments, and by serving 
as the medium for an extended issue of banknotes, 
which went some way towards supplying the chasm 
occasioned by the failure of private credit. 

** But when the bills become due, and there is 
no longer a faciUty of renewing them, the acceptors 
are unable to meet their payments, either because 
they have not received the remittances which they 
expected from abroad, and although possessed of 
property, cannot immediately convert it by sale 
or pledge, or because, although solvent when they 
gave their acceptance, they have ceased to be so 
by the further fall of prices, or by the failure of 
their debtors. The failures of mercantile firms 
have accordingly, for some weeks past, occurred 
to a great and alarming extent. Many, if not 
most, of these houses have been large shippers of 
goods, for which they had given their acceptances 
to the manufacturers. The losses thus sustained 
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by the manufacturers are aggravated by the great 
fall in the price, and the stagnation of demand for 
their goods, resulting from the over-importation 
of the raw material, and from the previous exces- 
sive speculative exports of the manufactured articles 
with which the foreign markets have been glutted. 
The speculative demand, too, in last spring, occa- 
sioned our own shopkeepers, both in town and 
country, to stock themselves more largely than 
usual. Many of these have contributed of late to 
swell the lists of bankrupts ; and such of them as 
have not failed are, both from necessity, and from the 
opinion of future cheapness, going in the opposite 
extreme of running their stocks to the lowest amount 
consistent with the preservation of their business. 

" The reduced demand experienced by the ma- 
nufacturers from these combined causes, disables 
them from employing the same quantity of labour, 
and either the wages are reduced, or smaller num- 
bers of workmen are employed. And this reduc- 
tion of employment and wages of the labouring 
classes (the price of food continuing relatively 
high) forms a great aggravation of the sufferings 
which the labouring classes have sustained from 
losses by the failures of the country banks, and by 
the discredit of the local notes, of which they have, 
in too many instances, been holders. 

** This last feature of the present distress is dis- 
tinct from and over and above that which existed 
in 1793. Until within the last two or three weeks, 
it seemed to be a matter of doubt whether the extent 
of commercial distress and discredit in the crisis 
through which we are passing was equal to what 
prevailed in that period. But I am now inclined 
to think that the present derangement will be 
found to exceed that of 1793, both in extent and 
intensity, independently of the aggravation which 
is now experienced from the losses sustained by 
the discredit of the small country notes. 

M 4} 
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" For the alleviation of this wide-spreading dis- 
tress, the most obvious expedient, certainly, is to 
extend the issues by the Bank of England as far 
as can be done without incurring the danger of a 
renewed drain upon their coffers, and a consequent 
risk of suspension : an event which, both in its 
immediate and remote consequences, would be 
pregnant with evils infinitely outweighing the 
consideration of the mere temporary relief to be 
derived from an extra issue of notes." 

The derangement of the circulation arising out 
of the failures of bankers was, according to the 
foregoing view, at its height in December, 1825* ; 
whereas the mercantile embarrassments were more 
heavily felt in the two following months. 

Applications were made to government by depu- 
tations on behalf of the mercantile interests, which 
were then in a state of great distress, for relief, by 
an issue of exchequer bills in the way of loans, to 
be advanced on securities under a commission, on 

* A meeting of merchants and traders of the city of LfOndon 
was held at the INIansion House, on the 14th December, when 
the following resolutions were moved and adopted ; — 

** ] . That the unprecedented embarrassments and difficulties 
under which the circulation o^ the country at present labours 
are mainly to be attributed to a general panic, for which there 
are no reasonable grounds ; that this meeting has the fullest 
conBdence in the means and substance of the banking establish- 
ments of the capital and the country, and they believe that the 
acting generally upon that confidence would relieve all those 
symptoms of distress which now show themselves in a shape so 
flJarming to the timid, and so fatal to those who are forced to 
sacrifice their property to meet sudden demands upon them, 
which it is no imputation upon their judgment and prudence 
not to have expected. 

"2. That it having been stated to this meeting that tlie 
directors of the Bank of England are occupied with a remedy 
for a state of things so extraordinary, this meeting will refrain 
from any interference with the measures of the directors of the 
Bank, who, they are satisfied, will do their duty towards the 
public. 

" 3. That, having the firmest confidence in the stability of 
the public credit of the country, we declare our determination 
to support it to the utmost of our power.'' 



1823—1827. 169 

the same footing as in 1793 and 1811. To these 
applications the ministers gave a decided negative. 
FaiHng of reUef in that quarter, a petition, exten- 
sively and respectably signed by merchants and 
traders, was presented to the House of Commons 
on the 23d of February, 1826, praying that the 
state of commercial disorder and discredit should 
be taken into consideration, and suggesting, as the 
most effectual remedy, an issue ot exchequer bills 
under a commission. The remedy prayed for was 
strongly supported in the House of Commons by 
Mr. Baring, and other members of considerable 
weight. Some of these were habitually adherents 
of the government ; and among them were Mr. 
Pearse and Mr. Manning, directors of the Bank. 
Notwithstanding this formidable array in favour of 
the measure, and notwithstanding the insinuations, 
disingenuously thrown out, that the objections to 
it argued the want of a due sense of the degree of 
the prevailing distress, the ministers, to their in- 
finite credit, because they could have no motive 
but that of public principle, every motive of interest 
lying the opposite way, persisted and prevailed in 
their resistance. But, by way of proving their 
wish to contribute, by any mode short of direct 
interference on the part of the government, to the 
relief of the existing distress, ministers urged upon 
the Bank, and at length succeeded in inducing the 
directors to consent, very reluctantly, however, to 
make advances on the security of goods, in certain 
places specified, to an extent not exceeding three 
millions. 

The measure was much lauded, as tending to 
restore confidence ; but the confidence that was 
most required by the holders of goods, namely, 
tlie confidence on the part of buyers, that prices 
were no longer upheld by undue credit, had been 
restored, and markets and the state of credit were 
improving, and the distress abating, before the 
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plan was adopted. And there cannot be a better 
proof how little such a measure was wanted, than 
the fact that, with all the apparatus of local boards 
appointed for the purpose, the whole amount of 
the advances so made by the Bank in 1826 was 
short of 400,000/.* If the assistance had been 
sooner held out, it would doubtless have gone to 
a greater extent; but in proportion as it would 
have had the effect of keeping doubtful paper 
longer afloat, and of bolstering the markets, it 
would have retarded the return of real confidence. 
After the clearance which had been effected in 
the latter part of 1825, and in the early months of 
182G, of the unsound part of the banking and 
commercial credits, which had been engendered 
by an undue degree of confidence, and of the 
spirit of enterprise, in the immediately preceding 
period, trade and manufactures resumed their 
wonted course, and hardly any trace remained, at 
the close of 1826, of their having been disturbed 
in their progress. In 1827 the range of prices 
was low, and, in many instances, declining, in 
consequence of continued abundance of supplies, 
and progressive reduction of the cost of production 
of several articles ; but the markets for goods 
were no longer under the influence of discredit or 
distress, and the money market was remarkably 

* An account of the places at which boards were established 
for advances on goods by the Bank of England, and the amounts 
of such advances, in the year 1826. 

Manchester - - - 11 5, 1-90 

Glasgow - - - - 81,700 

Sheffield - - - 59,500 

Liverpool - - - - 41,450 

Huddersfield - - - 30,300 

Birmingham - - - 19,600 

Dundee - - - 16,500 

Norwich - . . - 2,400 
Bank of England, 9th June, 1832. 

Appendix to Beport on Bank Charter^ p. 43. 
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easy, the Bank having reduced its rate of discount 
again to 4 per cent. 

In the United States of America, a process was 
gone through nearly corresponding with that which 
occurred in this country, of great facility of credit, 
and of extensive speculations, more especially in 
cotton, attended with a great rise of prices in the 
early part of 1825 *, and followed by a great fall of 
prices, and a severe pressure in the money market t, 
in the summer and autumn of that year, 

* The prices of cotton had advanced considerably in America 
in the spring of 1825, in consequence of the rising markets in 
this country ; but, in July, the intelligence was received there 
of a decline of Sd> a pound in Liverpool, and the further fall 
naturally followed the decline on this side. 

f The following is an extract from a New York newspaper, 
datedin July, 1825: — 

" The scarcity of money is probably greater in Wall Street at 
this moment than it has been for many years ; the full explana^ 
tion whereof, it would, perhaps, be difficult to ascertain. Some 
of the causes may, however, be assigned. Among the most 
prominent, we should be disposed to place that of the many 
new companies incorporated by the last legislature. It was 
assumed as a fact, both by the petitions for these companies, 
and by the legislature itself; that a great mass of unemployed 
capital was lying idle in New York, to which these companies 
would afford the means of profitable investment and employ- 
ment. This assumption was, in our judgment, unfounded. We 
do not believe there was any excess or superabundance of capi- 
tal; and all calculations, therefore, made on the existence of 
such were erroneous. New companies, however, were char- 
tered, and great demand was created for these stocks : a spirit 
of speculation was engendered, and men, of all descriptions and 
degrees, were seen striving to get shares in this or that bubble ; 
not with any view to (for most of them had not the means of) 
a permanent investment, but, calculating that, by good manage- 
ment on the part of the directors, and from the craving of the 
superabundant capital for employment, these shares must rise. 
Hence, persons without any means, or any judgment or know- 
ledge in such matters, became subscribers ; borrowing, on the 
pledge of their shares, the money to pay for them, until, by a 
repetition of this process, one and the same sum was often 
made to represent as many times its value as there were new 
companies. All of a sudden, however, in the natural course of 
trade, that capital which was deemed superabundant, but which 
was, in fact, only awaiting its usual and accustomed modes of 
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Section 8. — State of the Circulation from 1823 

to 1827. 

In considering the influence of alterations in the 
amount of the circulating medium on the fluctu- 
ations of prices, and on the speculations in shares 

employment, is called for — the purchaser of cotton has to pay for 
it — the importer of goods has to remit, the projector of distant 
voyages has to prepare his funds. Moreover, receipts from foreign 
shipments have fallen short of expectation. The adventures 
round Cape Horn and to the Brazils, in flour, &c., have brought 
back few or no returns ; the markets are glutted — the ship- 
ments to the Spanish Main, of dry goods, have been overdone. 
The pause in cotton abroad has interrupted sales. Hence, from 
all these combined causes, the merchant is thrown upon his 
resources at home, and the money that had been lent on 
pledges of stock is recalled to its natural and proper vocation. 
But how is it to be repaid ? The borrowers of it must sell the 
stock given to secure the loans. But the very demand for 
money, for the purposes above enumerated, dampens the spirit 
and means of speculating in the stocks, and sales cannot be 
made, therefore, without great sacrifices. What is the conse- 
quence ? The holders for the rise make every possible effort to 
avoid the necessity of selling ; they borrow anywhere and every- 
where, and at every rate of interest. They besiege the banks* 
tlie insurance companies, and individuals^ for they must, at 
some sacrifice or other, repay what they have borrowed, or 
their career is up ; and it is precisely, as we are informed, among 
this class of speculators that the distress for money is' most 
severely felt. 

" Another cause, perhaps, o^ the scarcity of money, and of 
the extreme unwillingness of the banks to aiscount, is the dis- 
proportion between the specie in bank, and the paper in circu- 
lation. It is very — we should say, if censure could be made 
to bear where it ought — inexcusably great. How this has 
happened, it would, at this moment, carry us too far to inquire, 
though we may attempt it hereafter. The fact, however, is 
indisputable.*' 

In a letter from an eminent merchant in New York, dated 
23d November, 1825, the writer observes — 

'* No bill of exchange can be sold here but on credit of two, 
three, and four months; and, such is the precarious state of 
commerce, that such payments are hazardous in the extreme, 
and paper discounted at from 1^ to 3 per cent, per montli. 
Failures are consequently daily occurring, and numerous ; some 
to a considerable amount." 
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and loans in this interval, it is of importance to 
distinguish between those alterations in the quan- 
tity of money which were merely dependent upon 
and coincident with, the influx and efflux of bulhon, 
from those which were the result of a regulation 
of the Bank issues at variance with the movement 
of the metals. 

When an accumulation of bullion in the coffers 
of the Bank has taken place to an amount exceed- 
ing that which should, upon the largest allowance, 
constitute a full proportion to its liabilities, the 
further influx ought clearly to form a basis for 
a further issue of notes (whether to the full extent 
of such excess of bullion, or somewhat short of it, 
according as securities might, or might not, be ob- 
tainable without a violent operation on the money 
market), will be admitted on all hands. An addition 
to that extent of the circulation would take place 
under similar circumstances if the currency were 
wholly metallic. Now, it appears, that the position 
of the Bank was, on the 28 th February, 1823 — 

Circulation. Securities. 

Notes of 51. and upwards ^17,710,740 Public ^13,658,829 
under 5/. - - 681,500 Private 4,660,901 

18,392,240 18,319,730 

Deposits - - - 7,181,100 Bullion 10,384,230. 

Liabilities - - 25,573,340 Assets 28,703,960 



And the following is a passage in a Boston paper of the 4th 
November, 1825: — 

" We have seen several private letters from New York, which 
mention that several failures, growing out of the late cotton 
speculations, were daily occurring in that city ; the Bank had 
positively stopped discounting, and confidence was impaired, 
and a generiu gloom prevailed in the mercantile community. 
One letter from a commercial gentleman says — * The mer- 
chants along Trint and Pearl Streets are cracking like parched 
com.' It is stated that the debts of five of the mercantile 
houses which have recently failed in New York were estimated 
at 2,500,000 dollars, and that the available funds would not 
exceed 75,000 dollars." 
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Here, whether we look at the positive magnitude 
of the amount of bullion, or its proportion either 
to the circulation or to the liabilities, being con- 
siderably more than one half of the former, or one 
third of the latter, it cannot be doubted but that, 
as the exchanges were still insuring a further influx, 
the Bank would, under the dictates of the soundest 
policy, seek to invest in securities so much at least 
of the excess of monied capital forced upon it as 
could find employment without creating any con- 
siderable disturbance of the money market. That 
the Bank did seek so to employ it is well known, 
inasmuch as it not only lowered its public rate of 
discount to 4 per cent., but announced a departure 
so far from its former practice as to offer to advance 
sums by way of mortgage ; thus proving the diffi- 
culty of finding an adequate amount of securities 
within its ordinary rules. Notwithstanding these 
efforts, such was the force of the tide of the metals 
into this country, and so great the tendency to a 
fall of the rate of interest, that the Bank could 
not find a sufficient amount of securities to allow 
of an extension of its issue at all commensurate 
with the accumulation of treasure throughout the 
whole of 1823 ; the bullion in the coffers of the 
Bank having reached, in January, 1824, the enor- 
mous and unprecedented amount of 14,200,000/. ; 
and having been still, in April, 1824, so high as 
13,800,000/. ; while the circulation in April, 1824, 
was 19,300,000/., or only one million higher than 
it had been in February, 1823.* 

• In a note, inserted in the Appendix to the Report on the 
Bank Charter, explanatory on the part of the Bank to its pro- 
prietors of the unfavourable position in which it stood by the 
low amount of its securities, and the high state of its treasure^ 
in the early part of 1824<, that position is thus accounted for: — 

** The loss and difficulty which the Bank sustained during that 
period was owing, in a great degree, to the government having 
authorised the continuance of the circulation of the country 
small notes until 1833, without any previous commuDication 
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Surely, tlien, till April, 1824, tlie circulation of 
paper, according to any received doctrine of cur- 



with the Dank, after the provision of bullion was made for their 
withdrawal. 

<<The consequence of that measure, on the part of government, 
was, to leave the Bank with upwards of 14 millions of bullion 
in January, 1824, and their securities diminished to between 17 
and 18 millions." 

Now, this statement, which was also made verbally by the 
governor and the directors in their evidence before the Bank 
Charter Committee, does not, in my opinion, give a correct view 
of the case. 

In February, 1822, the Bank was in possession of an amount 
of treasure, namely, 11,000,000/., which, in the then state of 
trade and the exchanges, was deemed sufficient preparation for 
the contemplated cessation of the country small note circula- 
tion ; and it was very soon after that date, namely, in April 
following, that the government announced the very weak and 
injudicious measure of extending that very objectionable de- 
scription of paper circulation till 1 833. That measure, it seems, 
was adopted without previous notice to the Bank ; and this cir- 
cumstance is dwelt upon as of importance. But the only 
inconvenience that the want of previous notice could have 
entailed upon the Bank, was its having so large an amount of 
treasure, and so small an amount of securities, as it had in the 
spring of 1822. Being then, however, although without previous 
notice, apprised of the measure which rendered any further 
preparation for that purpose unnecessary, it is not easy to see 
now or why the Bank should not have added to its securities, 
and reduced, or, at any rate, kept down, the amount of its 
treasure. Indeed, between February and August, 1822, there 
was a diminution of about one million of its bullion, and an 
addition of near a million and a half to its securities. But this 
rather adds to the difficulty attending the explanation ; because 
the amount of bullion, having been reduced to 10,000,000/. in 
August, 1822, and so continued till February, 1823, why was it 
allowed to accumulate to 14,200,000/. in the twelvemonth fol- 
lowing ? and how can this further accumulation be by possibility 
ascribed to the abandonment of the intended suppression of the 
country small notes ? And, what is still more remarkable is, 
that the public securities in the hands of the Bank in August, 
1823, were actually less, by nearly 2,000,000/., than they had 
been in the February preceding ; and, indeed, lower than they 
had been at all for many years before. There is, therefore, a 
palpable inconsistency in the explanation. The more probable 
explanation is, that the Bank, in consequence of the great re- 
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rency, must be considered to have been in a con- 
tracted, and, most assuredly, not in an artificially 
enlarged state. And yet, before April, 1824, the 
price of wheat had reached 65s. lOd. ; being an 
advance of upwards of 50 per cent upon the prices 
of 1822, and within the merest trifle of the highest 
rate which it attained for some years afterwards. 
And it was during this contracted state of the cir- 
culation that a considerable proportion of the 
speculations in forei^ loans, and mines, and in 
insurance and other joint-stock projects, had their 
origin. This fact cannot be too strongly recom- 
mended to the attention of such persons as, not 
being committed to a theory (for of those there is 
no hope), may have been predisposed, by the con- 
fident assertions of the partisans of the currency 



ductio.n of the market rate of interest, found a difficulty, if not 
an impossibility, of investment in adequate securities without 
such a violent operation on the money market as, involving, as 
it would do, a departure from its routine, the directors shrunk 
from. 

It would be a curious, but, perhaps, not a very profitable, 
speculation to consider what would have been the state of 
things if, with a view to keep down the amount of bullion in 
1823, the Bank had attempted forcibly to extend its securities 
by S or ^ millions. The rate of interest would probably, in 
such case, have fallen so much while the competition for secu- 
rities was in progress, that the deposits (increased as these had 
been) would have been further raised, and, with the increased 
reserves in the hands of private bankers, might have neutralised 
all effect of the securities on tlic circulation. If, however, the 
addition to the securities had entailed an equal addition to the 
amount of Bank of England notes, I doubt, for reasons which 
would lead to too much length to explain, whether, in 1823, 
and the early part of 1824, the prices of provisions and of com- 
modities would have been higher than they were ; but the 
speculations in loans and shares would have begun earlier than 
they did, and there would have been an earlier transmission of 
capital abroad, so as sooner to have brought on the reaction. 
But the currency theory would have had an apparently trium- 
phant case, in referring to so large an addition to the circulation 
on securities, as an irrefragable proof of its having been the 
exclusive cause of the rise of prices. 
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doctrine, to refer every tendency to speculation, 
and every considerable rise of prices to an enlarge- 
ment of the circulation of paper beyond the due 
proportion to its metallic basis. 

At the commencement of October, 1824, tlie 
stock of bullion was 11,600,000/.* But, although 
the bullion had thus been reduced by between 2 and 3 
millions since January, it was still in the proportion 
of more than one third to the liabilities. Thus far, 
then, there is no charge of an undue enlargement 
of Bank notes, the amount of which did not, at the 
commencement of October, 1824, exceed about 
19 millions ; and yet it was at this period of a cur- 
rency, which, looking only at the position of the 
Bank, was in a perfectly sound state, that the spirit 
of speculation, which had several months before 
been running riot in the share market, had extended 
to the markets for goods. The exchanges had 
indeed given way, but it was only in such a degree 
as had allowed of reducing the treasure, which had 
been of inconvenient magnitude. 

But with the early part of October, 1824, the 
justification of the conduct of the Bank ends. 
The drain upon its coffers became about that time 
more marked, and the signs of the times had become 
such as should have induced caution on the part of 
the Bank, and should have inculcated the propriety 
of a limitation, if not of an immediate contraction, 
of its issues. Yet, notwithstanding a further fall 
of the exchanges, and so decided a drain on the 
coffers of the Bank, that the bullion, in February, 
1825, had been reduced by nearly three millions, 
since the commencement of October preceding, 
and by five millions as compared with February, 
1824, the circulation was enlarged by about a 
million, and the securities were increased by no 

* Evidence of W. Ward, Esq. — Report on Bank Charter^ 
p. 128. 
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less an amount than six millions*; and the circu- 
lation would, of necessity, have been still more 
enlarged by that great increase of the securities, 
had it not been for a great increase of the reve- 
nue, which reduced the amount of the deficiency 
bUls. 

This increase of the circulation, at the precise 
time when the urgent necessity of a reduction of 
the issues, or, at any rate, of a limitation of them, 
was so strongly indicated, could not fail of pro- 
moting, although it had not excited, the tendency 
which then existed to extravagance of speculation. 
It is very possible that, by the utmost practicable 
contraction, the Bank might not have been able 
effectually to repress the spirit of speculation, the 
motives to which were then so powerful ; but the 
misfortune was, that not only did the Bank not do 
what was practicable to check, but it did the very 
reverse, it actually added to the existing facilities. 
The Bank had not kindled the fire, but, instead of 
attempting to stop the progress of the flames, it 

* 28th Feb. 1824. 
Circulation. Securities. 

Bank Notes 51. and upwards ^19,250,860 Public ^14,34.1,127 

under 5/. - 486,130 Private 4,530,873 



19,736,990 18,872,000 

Deposits - - - 10,097,850 Bullion 13,810,060 

Liabilities - 29,834,840 Assets 32,682,060 

28th Feb. 1825. , 

Circulation. Securities. 

Bank Notes 51. and upwards ^£20,337,030 Public ^19,447,588 

under 5/. - 416,730 Private 5,503,742 



20,753,760 24,951,330 

Deposits - - - 10,168,780 Bullion 8,779,100 

30,922,540 33,730,430 



The circulation was further increased in the spring of 1825 
to 21 millions. 
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supplied fuel for maintaining and extending the 
conflagration. 

The explanations which have been given, on the 
part of the Bank, of its conduct on that occasion, 
although they account for the deviation from correct 
principle, do not amount to a justification. One 
ground stated * is, that the promise of assistance 
by the Bank to government, for the financial mea- 
sure of reducing the 4 per cents to 3^, was given 
in January, 1824, whereas it was not till October 
of that year that the advance for paying off the 
dissentients was called for. Another ground is, 
that the bargain for the purchase by the Bank of 
the naval and military pensions, technically known 
as the dead weight t, had been made early in 1823, 
so that it was only in pursuance of that contract^ 
that the payments upon it in 1824 and 1825 con- 
tributed unduly to swell the circulation. 

The Bank, doubtless, was bound to carry through, 
although under altered circumstances, its pledge of 
paying off the dissentient 4. per cents. But that , 
forms no excuse for not having made a reduction 
through other channels. And as to the dead weight, 
why, if the progressive payments upon it endan- 
gered an excess of the circulation, as was evidently 
the case with the payment in January, 1825, was a 
portion of it not sold as it might have been ? In- 
deed, in the reluctance of the Bank to part with 
any of the dead weight, there was a manifest incon- 
sistency. The directors had, in the first instance, 
objected to make thepurchaset; and it is wellknown 

* See evidence of William Ward, Esq. — Appendix to Report 
on Bank Charter y 1832, p. 127. 

f The dead weight consisted of the naval and military pen- 
sions converted into an annuity of 585,740/. per annum, for 
forty-four years, which the Bank purchased in March, 1823, for 
the sum of 13,089,4^., payable by instalments, up to April, 
1828. 

X Mr. W. Ward, in his evidence before the committee on the 
Bank charter, page 129., said, ^\l think the dead weight existed 
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that, upon their declining it, an offer of treating for 
it, in whole or in part, was made to some of the 
other great public companies, who, likewise, de- 
clined it. Subsequently, when the treaty was 
renewed with the Bank, the directors would have 
preferred taking one half only of the amount ; and 
yet, having taken the whole, they could not be 
induced, by the consideration of its being on the 
occasion here noticed a certain means, and the 
least objectionable, of reducing the circulation at 
a time when it had become evidently redundant, to 
part with any of it. And there could be no pre- 
tence of any difficulty of disposing of it at that 
time ; the prices of the public securities were still 
high, and annuities, such as the dead weight, were 
perfectly marketable. Mr. W. Ward, on being 
asked by the committee on the Bank charter, " Do 
you consider that annuity a marketable security ?" 
answered, " I never knew the long annuity unsale- 
able, while perpetuities were saleable ; and the 
Bank, or dead weight annuity, is within a few 
years of the same term. The long annuities are 
not quite so marketable as the consols, and reduced ; 
but still the annuities are perfectly marketable, and 
indeed they are preferred ; for, when the new 

I)lan came into operation, it rather lowered the 
ong annuities than raised them, which showed that 
the public had given rather more than their just 
value for them.*' 

A reduction of the circulation at the close of 
1824, to the extent of one or two millions, would 
inevitably have tended to prevent some part of the 
extravagance of speculation which prevailed during 
some months following, and would in so far likewise 



one year before the Bank took it. The Bank was reluctant to 
take it ; they declined it in the first instance, and took it the 
succeeding year." — See also the evidence of J. Baker Richards, 
Esq., to the same effect, page 396. 
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have obviated a great part of the pressure on the 
exchanges. The transmission of capital abroad, 
in payment of the foreign loans and the mining 
projects, would not have been on so large a scale ; 
nor would the engagements for importations, to be 
forthcoming in 1825, have been of such magnitude 
as they proved to be ; nor would there, conse- 
quently, have been the same pressure on the ex- 
changes, and a good deal of the subsequent mis- 
chief might have been averted. The difference on 
such occasions, of the effects of an increase, how- 
ever apparently moderate, when the indications, 
more especially that of a drain of bullion for export, 
point clearly to a reduction, is very much greater 
than might be inferred from the mere sums. 

Of the great error committed by the Bank, in 
having extended its circulation in the interval, from 
the summer and autumn of 1824, to the end of 
April, 1825, instead of contracting it, there can, it 
is presumed, be no reasonable doubt. But in the 
position of difficulty in which the Bank became 
involved, by the consequences of that great error, 
there was presented to it a choice only of evils. 
And it may fairly be questioned whether, in being 
passive, or nearly so, as it was, or, in other words, 
in preserving tne securities nearly uniform, as 
was the case in the interval from April till the 
autumn of 1825, and allowing the public to operate 
on the bullion and deposits, the Bank did not adopt 
the lesser evil. 

If, upon the discovery of its error, and finding 
that the drain was proceeding so rapidly, as to 
endanger its establishment, the Bank had, in 
May, 1825, taken immediate measures for retracing 
its steps by a forcible contraction of the circula- 
tion, and a consequent violent pressure on the 
money market, the fall of prices of shares, and 
foreign loans, which had already begun, and of goods 
which was on the eve of taking place, would have 

N 3 
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been hastened, and the ultimate discredit and de- 
rangement of the circulation would have been 
precipitated. The main difference would probably 
have been that the Bank would not have been run 
so nearly to the verge of suspension. But, on the 
other hand, the evidently forcible action of the 
Bank, before the natural reaction of the specula- 
tions had developed itself, would have afforded a 
' plausible ground for the theory which supposes that 
the termination of those speculations was exclusively 
owing to a contraction of the Bank issues. Such a 
pretence afforded to that theory would of itself be 
no small evil. As it is, an attempt has been made, 
by an exaggeration of the small contraction which 
did take place in the Bank issues in 1825, to place 
to the account of that contraction the greater part, 
if not the whole, of the recoil of prices of shares and 
goods, and the whole of the subsequent derange- 
ment of the circulation. 

By a forcible contraction on the part of the 
Bank is understood to be a reduction or its securi- 
ties, whether public, by forced sales, or private, by 
an advance in the rate of discount. How innocent 
of such measures, or, in other words, how passive 
the Bank was in its management through the sum- 
mer of 1 825, will appear by the following statement 
of its position on the Slst August, 1825 : — 

Circulation. Securities. 

Notes of 51. & upwards ^19,002,500 Public 3^17,414,566 
under 5/. - - 396,340 Private 7,691,464 



19,398,840 25,106,030 

Deposits - . - 6,410,560 Bullion 3,634,320 

Liabilities - - 25,809,400 Assets 28,740,350 



On a comparison of this statement with that of 
the position of the Bank in February preceding, 
it appears that the deposits had been reduced by 
about three millions and a half, which, with the 
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reduction of the circulation by about a million and 
a half, diminished the liabilities by about the same 
amount as the diminution of bullion within the 
same period, while the securities remained nearly 
uniform. There had, in this interval, been no 
pressure whatever in the money market ; no refusal 
on the part of the Bank to discount at 4 per cent, 
any paper coming within its ordinary rules; no 
appearance of general discredit. But it was during 
this passive state of the Bank that, in tlie markets 
for shares and foreign loans, a very great and 
ruinous depression of prices had taken place ; and 
in the markets for goods, tliere was already that 
stagnation, resulting from the prospect of large 
forthcoming supplies, which usually betokens an 
impending fall. 

The smallness of the reduction which the circu- 
lation had undergone till after the summer of 1825, 
will appear by the following statement of the aver- 
age amount m each of the three^ first quarters of 
tliat year, namely. 

Quarter ending 31 st March - - ^21, OS*,*?© 

30th June - . 19,837,770 

30th September • 19,776,360 

According to this statement, the reduction was, 
throughout the summer, little more than a million, 
compared with the quarter ending 31st March, 
which embraced the period of the highest specula- 
tive mania ; and the average, in the two quarters 
ending in June and September, was only by about 
half a million less than it had been in the last 
quarter of 182i, which was 20,344,970/. But in 
the last quarter of 1824, a considerable rise of 
prices, and a general spirit of speculation, were 
already prevailing ; and, if this last-mentioned 
amount was to be considered as sufficient to account 
for advancing prices, and a high range of them, an 
amount less only by about half a million can hardly 
be considered as the cause of a fall. Indeed, it is 

N 4 
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quite preposterous to suppose that anything in the 
regulation by the Bank of its issues, before October, 
1825, can have exercised any influence worth 
mentioning in the great adverse turn which, during 
the summer preceding, had taken place in the 
aspect of commercial aSairs. But in October and 
November following, there was a reduction of 
between two and three millions, compared with the 
corresponding spring months, namely, April and 
May ; and this diminution, although it was inef- 
fectual in stopping the drain, yet, coinciding as it 
did with a tendency from other causes to discredit, 
and a fall of prices, had, probably, some effect in 
increasing that tendency. 

There is reason to believe that the drain upon 
the Bank after the summer of 1825, as the ex- 
clianges thenceforward progressively improved, was 
mainly for the purpose of supplying to the country 
banks, which were then beginning to experience a 
severe run, the means of meeting the demand for 
gold in exchange for their small notes.* When the 



♦ Mr. J. Horsley Palmer's Evidence before the Committee 
on the Bank Charter, 1 832, page 22. 

" Will you explain in what way the state of the small 
note circulation operated so as to interfere in the management 
of the Bank ? *' "It rendered the Bank liable to a very great 
sudden demand ; for instance, in the end of the year 1825 the 
demand upon the Bank was nearly two millions and a half ster- 
ling, for the support of the country circulation, when the ex- 
changes were nearly at par, if not entirely so, and which placed 
the Bank in a very peculiar state of difficulty. Tlie whole dif- 
ficulty of that period, with regard to bullion, arose from that 
demand." 

" You conceive the magnitude of that demand was very 
much increased by the small note circulation of the country ? " 
*^ I consider the demand was almost entirely to uphold the small 
note circulation." 

" Will you explain why you are of that opinion ?." " Because 
the holders of small notes are the lower orders of the 
people, whose fears are more extensively acted upon in times 
of distrust; and there having been no exchange for the 1/. note 
but the sovereign, the demand upon the Bank became inevitable." 
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discredit and alarm arising from the numerous fail- 
ures of banking establishments in December, 1825, 
were at their height, and when the treasure of the 
Bank was on the point of being exhausted *, the di- 

* The lowest state of the treasure was on the 24th Dec. 1825. 

Coin afi4.26,000 
Bullion 601,000 

1,027,000 

which is a trifle lower than it had been on the 28th February, 
1797, when it was 1,086,170/. But the severest pressure on the 
Bank^ and the greatest alarm and excitement of the public mind, 
were in the week ending the 17th December. 

Mr. Richards, who had been deputy governor of the Bank in 
1825, in his evidence before the committee on the Bank charter 
(1832), page 405, referring to the state of alarm in that week, 
added, "Upon that Saturday night (17th Dec), we were ac- 
tually expecting gold on the Monday ; but what was much 
more important, whether from fatigue, or whether from being 
satisfied, the public mind had yielded to circumstances, and the 
tide turned at the moment on that Saturday night." 

Mr. Richards had been previously asked, " In that week of 
great pressure in 1825, did the directors of the Bank apply to 
the government for a cash restriction ? " " It was mentioned 
to his Majesty's government that we thought we were likely to 
be run dry.'* ** What was the answer you received ? " " They 
declined it." " Absolutely, or conditionally ? " " Absolutely, 
I conceive." " Do you recollect what day that was ?" " 1 can- 
not recollect the day, but it was during that week ending the 
17th." " Although government would not by anticipation au- 
thorise a restriction, have you any doubt that, if the Bank had 
been actually exhausted, the government were prepared by a 
legislative measure immediately to authorise a restriction for a 
limited period ? " "I mean to say that the government de- 
clined absolutely a restriction ; and government never held out 
to the Bank, as far as my knowledge goes, any intention of ac- 
ceding to it/* 

'* Was the turn which took place in the public mind after the 
17th sufficient to save the Bank from being drained, if it had 
not been for the fresh arrival on Monday morning ? " " During 
the week ending on the 24th there was a demand ; but the sup- 
plies that came in fully equalised it, if it did not do more ; and 
the confidence had become as nearly as possible perfect by the 
evening of the 24th." 

With reference to this critical period, a remark by Mr. Hus- 
kisson, " that we were within a few hours of a state of barter," 
has often been quoted, as proving the imminence of a general 
derangement of all pecuniary transactions and great national 
distress as a necessary consequence of a suspension of cash pay- 
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rectors adopted the bold and somewhat empirical, 
but (as it turned out to be successful) the salutary 
measure of enlarging their issues by discounting 
freely at 5 per cent, (to which the rate had been re- 
cently increased) all mercantile paper that had any 
pretensions to security. As the exchanges had, be- 
fore this determination of the Bank, taken a decidedly 
favourable turn, so as apparently to insure a large 
influx of bullion; and as it was a paramount object 
to allay the existing alarm, by the substitution of 
paper of undoubted credit for so much of the 
country notes, which had proved to be insecure ; 
the operation was, when all the reasons for it be- 
came manifest, justifiable upon grounds of sound 
policy. But the precedent is dangerous, as it may 



roents by the Bank. The remark in question conveys a very 
exaggerated view of the consequences likely to result from a 
suspension, and the ** state o^ barter " must have been a mere 
hyperbolical expression. There can be no doubt, judging by 
all analogy, that Bank of England notes, and the notes of those 
private bankers whose solvency was beyond all question, would 
nave passed currently, preceded probably by public meetings and 
resolutions, declaratory of confidence in such paper ; and the 
rapid return, which had already begun, of the precious metals, 
would have enabled the Bank to resume cash payments in a very 
i^w months afterwards. But, although << the state of barter " was 
an exaggeration, there would have been enough of evil attending a 
suspension to make it a matter of congratulation that we escaped 
it. It would have been disgraceful to the Bank, and discreditable 
to the nation, the Bank of England being considered abroad 
as a national institution. But the great evil would have been 
in the doubts to which it would have given rise, as to the pos- 
sibility of maintaining a convertible state of the paper circulation, 
and in the pretence which it would have aAbrded, for tam- 
pering with the currency, to the advocates for a permanently 
inconvertible paper money, or, if not to these, to the projectors 
of an alteration of the standard, either by direct debasement, 
or by the indirect and clumsy, and ineffectual, attempt at the 
same object by the substitution of what has been called a double 
standard. And, supposing no other evil, the suspension would, 
as it entailed no forfeiture of the charter of the Bank, have 
come to be considered by it as an innocent measure of relief, 
whenever, as the consequence of mismanagement^ the treasure 
hud been suffered to run to exhaustion. 
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be followed under circumstances which may not 
carry with them, as in this instance, their justifica- 
tion. It is the more dangerous, from the merit 
ascribed to the Bank directors in coming forward, 
on so critical an occasion, in support of commercial 
credit. But against this merit ought to be set the 
blame of having, a twelvemonth before, enlarged, 
instead of contracting, the circulation, and of having 
thus contributed as much as in them lay to bring 
their establishment to the very verge of a suspen- 
sion of payment; from which state of jeopardy it 
was only rescued by a measure partaking of the 
nature of desperation. And the praise which is 
often in so exaggerated a manner bestowed upon 
* that measure, has the tendency to confirm the di- 
rectors in a persuasion to which they were previ- 
ously too prone, that it is a part of their functions to 
promote and uphold the commerce of the country ; 
whereas, in truth, the trade of the country can 
never be in a satisfactory state if it is in any way 
made to depend upon the patronage or protection 
of the Bank. All that is required, all that can be 
desired of the Bank is, that, as a source of the 
issue of paper money, it should strictly preserve 
its paper in a sound state ; that is, that it should 
be regulated in such a way as to preserve under all 
circumstances a due proportion of bullion to its lia- 
bilities. With a due attention to that point, the 
directors might safely leave the trade of the country 
to its own resources. 

The increased issues by the Bank, in the last 
three weeks of December, were to the extent of 
between seven and eight millions (including about 
800,000/. to 900,000/. of small notes), as compared 
with the first fortnight : thus in the week ending 

3 Dec. - . - ^17,477,290 

10 — - - - 18,037,960 

17 - - - - 23,942,810 

24 — - - - 25,611,800 

31 — - - - 25,709,410 
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This enlargement of the circulation of Bank of 
England paper was effected by purchases of ex- 
chequer bills in the market to the extent of two 
or three millions, and by increased discounts of 
four or five milUons. 

On the 28th February, 1826, the following was 
the position of the Bank : — 

Circulation. Securities. 

Notes of 5/. ^upwards ^24,092,660 Public ^^20,573,258 
under 5/. - 1,375,250 Private 12,34^5,322 



25,467,910 32,918,580 

Dposits - - 6,935,940 Bullion 2,459,510 

Liabilities 32,403,850 Assets 35,378,090 



It is perfectly within general recollection (and 
it has been seen by the statement at page 157.) that 
this great enlargement of the Bank issues had not 
the effect of arresting the fall of prices. The reason 
too why it had not that effect is generally under- 
stood, namely, that it served to fill in part, and in 
part only, the vacuum caused by the discredit of 
the country bank notes, and of other means of cir- 
culation. But it has not been so well recollected, 
nor understood, that a similar enlargement in 1810, 
which has been represented as an inundation of 
paper, causing an advance of prices, and a depre- 
ciation of the currency beyond the difference 
between paper and gold, was issued under circum- 
stances singularly analogous, having been in fact 
coincident with a great fall of prices, and a great 
failure of private credit. 

It may serve to show how quickly credit was 
restored if we here refer to the two half-yearly 
statements of the position of the Bank following 
that which we have just had occasion to remark 
upon. 
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31st August, 1826. 
Circulation. Securities. 

Notes of 5L & upwards ^ 20,402,300 Public ^ 1 7,7 1 3,88 1 
under 5/. - 1,161,260 Private 7,369,749 



21,563,560 25,083,630 

Deposits - - 7,199,860 Bullion 6,754.,230 



Liabilities 28,763,420 Assets 31,837,860 

28th February, 1827. 
Circulation. Securities. 

Notes of 51. & upwards ^21 ,229,220 Public ggi 8,685,01 5 
under 5/. - 661,390 Private 4,844,515 



21,890,610 23,529,530 

Deposits - - 8,801,660 Bullion 10,159,020 



Liabilities 30,692,270 Assets 33,688,550 



Thus, with a circulation larger than it had been 
at its highest period in 1825, there was, in little 
more than twelve months from the nearly com- 
plete exhaustion of the coffers of the Bank in 
December, 1825, such a state of the exchanges as 
raised the treasure to upwards often millions, which, 
although the deposits had likewise been increased, 
reached to the proportion of one third of the lia- 
bilities. And these effects seem to have been pro- 
duced in a state as nearly as possible passive on the 
part of the Bank. The reduction of the amount 
of private securities, combined with the increase of 
deposits, proves the entire restoration of credit in 
that interval, and forms an additional illustration of 
the mode in which the rate of interest operates 
upon the position of the Bank. 

During the remainder of the epoch under con- 
sideration, there was no change of importance. 
The securities continued nearly uniform to the 
close of 1827, the discounts having been reduced 
by upwards of one million, and the public securi- 
ties mcreased by a like amount, and the bullion 
continued to be in the proportion of one third of 
the liabilities. 
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Section 9- — Summary of the preceding Survey. 

Upon a review of the period that has passed 
under examination, it appears, — 

1. That the rise in the price of com in 1823 
was not preceded by any such increase of either 
the Bank of England or the country bank circula- 
tion, as to justify the assignment of an enlargement 
of the issues as the cause of that rise ; and that the 
subsequent fluctuations of the price of corn, com- 
pared with the variations in the amount of the 
circulation, exhibit so striking a discrepancy as is 
quite destructive of the alleged connection. 

2. That the increase of four millions in the cir- 
culation of Bank notes, assumed and alleged to 
have been the consequence of the measure pro- 
posed by government, and adopted by parliament 
in February, 1822, for issuing that amount of ex- 
chequer bills, is a pure fiction, involving the gross 
error of confounding the creation of a given amount 
of securities with an addition of so much money to 
the circulation, 

3. That the prices of corn did not vary coinci- 
dently in point of time, nor proportionately in de- 
gree, with the variations in the prices of commo- 
dities, A very considerable elevation of the prices 
of all provisions, including corn, had taken place 
in May and June, 1823, while nearly all other 
articles were falling. And again, the pnces of corn, 
notwithstanding a large admission of foreign grain 
for consumption, were rising in the summer of 1825, 
coincidently with a decline which had then com- 
menced in most other descriptions of produce. 

4. That, instead of ascribing to the circulation 
an influence on the price of corn in the interval 
between 1822 and 1826, there are strong grounds 
for believing that the prices of com, under the 
operation of the com laws, combined with the 
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seasons, exercised considerable influence on the 
state of the circulation. 

5. That the markets for commodities, as contra- 
distinguished from the prices of provisions, were 
dull and, in some instances, drooping in the spring 
and summer of 1824, and did not experience any 
considerable or general improvement till an ad- 
vanced period of that year, when it was discovered 
that the stocks on hand of most articles were 
reduced below the average rate of consumption. 

6. That the speculations in South American 
loans and mines, and in the shares of a very con- 
siderable number of other joint-stock companies, 
had their origin in the early part of 1824, while 
the markets for commodities were dull and droop- 
ing, and when, although the circulation of the 
Bank had been enlarged, the bullion in its coffers 
had increased in a still greater proportion, and 
exceeded the amount of any former period ; 
whence tjie conclusion is, that the same tend- 
ency to speculation in those loans and shares 
would equally have existed if the basis of the 
currency had been purely metallic. 

7- Thai one of the predisposing causes of the 
speculations in foreign loans and in shares in 1824 
had been the fall in the rate of interest, and the 
reduction of it upon some of the funds of this 
country ; such reduction having excited, among 
persons whose incomes were in consequence 
diminished, a restless feeling, and a disposition 
to hazardous investment. 

8. That the Bank of England, by not only main- 
taining but extending its circulation after the sum- 
mer of 1824, when the state of the exchanges and 
the efflux of bullion indicated the propriety of an 
opposite course, and by unduly continuing the 
facilities of the money market, had extended the 
range and duration of the speculations ; thus adding 
to the causes which were already in operation to 
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depress the exchanges, and consequently to increase 
the drain on its coffers. 

9. That the extensive failures of country banks, 
and of some of the London banking houses, and 
the general derangement of the (circulation in the 
autumn of 1825, were clearly the consequence of 
their overtrading by issues of paper, and by ad- 
vances on securities, either inadequate or not suffi- 
ciently convertible, in an undue proportion to the 
capitals possessed by them, and to the deposits in 
their hands. 

10. That the empirical and hazardous, but suc- 
cessful, measure adopted by the Bank, at the close 
of 1825, of extending its circulation in the face of 
a run which had reduced its treasure to the lowest 
ebb, would not have been called for but to coun- 
teract the consequences of a previous great error 
in the regulation of the issues in the autumn of 
1824 and the spring of 1825. 

1 1 . That the fall of prices of shares and com- 
modities after the summer of 1825 was the effect 
of the cessation or abatement of the causes of the 
rise, in each particular instance, accelerated and 
aggravated by the state of discredit anfl the de- 
rangement of the circulation at the close of that 
year. 

12. That the prices of provisions, as they had 
been little influenced by the spirit of speculation 
which raised the markets for other produce, and 
the shares in foreign loans and joint-stock com- 
panies, so they were little affected by the causes of 
reaction which operated on those other markets. 
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CHAPTER IX. 



STATE OF PRICES AND OF THE CIRCULATION FROM 
THE COMMENCEMENT OF 1828 TO THE CLOSE 
OF 1832. 



After the violent changes that characterised the 
period which has recently passed under consider- 
ation, the trade and manufactures of the country 
had, in 1827, resumed their usual and steady course 
at the reduced prices to which the increased sup- 
plies and diminished cost of production had ine* 
ivtably led. 

The com trade, and the prices of provisions ge- 
nerally, were, in the last chapter, shown to have 
been distinctly under the combined influence of the 
seasons and the com laws, and not to have parti- 
cipated in the great changes which the state of com- 
merce and of credit underwent in the interval from 
1823 to 1827; 

In the period which is now to come under con- 
sideration, we shall have occasion to see, that while 
the prices of provisions underwent very consider- 
able variations, but were for the most part at a re- 
latively high range, the trade and manufactures of 
the country, although proceeding in progressive 
extension, were, for the most part, undisturbed by 
any great fluctuations, the general tendency being 
to a decline of prices from causes which will be 
separately examined. 

The price of provisions will, according to the 
order hitherto observed, come first to be considered. 

VOL. II. o 
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Section 1. — Prices of Corn from 1828 to 1832. 

We have seen that, at the close of 1827, the 
corn markets had fallen, although not to their lowest 
rate, yet to about the prices to which they had on 
several former occasions subsided, when not under 
the influence of deficiency or superabundance. 

The winter of 1827-8 was open and mild, and 
the spring following, although occasionally cold and 
inclement, was not remarkably so. But there was 
a good deal of rain in June 1828, at the critical 
time of the blooming of the wheat, and the appear- 
ances of the crop were unpromising. Prices had 
accordingly experienced a slight improvement as 
the season advanced. About the second week in 
July, the rains set in heavily, and the weather 
continued thenceforward till the middle of August 
to be very wet and stormy. The crops in the 
home district, and in the great corn-growing coun- 
ties, being rather forward, were exposed to great 
injury by the prevalence of such weather during 
the progress of the harvest, and were in conse- 
quence mostly carried in very bad condition. In- 
dependently, however, of the condition, the produce 
was found to be deficient ; the wheat crop espe- 
cially, the grain being coarse and shrivelled, and 
consequently light and unproductive : this descrip- 
tion applied chiefly to the southern and eastern 
counties. As the weather had cleared up in the 
third week of August, and thenceforward continued 
fine, all the crops in the more northerly districts 
were secured in good order, although even in those 
the produce was considered to be below an average, 
and the quality indifferent. Upon the occurrence 
of the fine weather at the end of August, the 
markets receded rapidly ; but when it was ascer- 
tained, upon the conclusion of the harvest, that the 
yield upon the whole was greatly deficient, the 
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markets resumed their tendency upwards, and the 
average price in November reached '^58. 3d. for 
wheat. The ports then became open at the lowest 
duty.* 

This instance is a specimen among many others 
of the little direct influence of the circulation in 
counteracting the force of opinion on prices ; for, 
as we shall have occasion to see, there was coinci- 
dently with this great rise of tlie price of corn, a 
reduction by the Bank of its issues. 

The rise and high range of the prices of corn 
during this contracted state of the circulation, was 
not from the pressure of immediate scarcity, and 
consequent urgent demand for consumption, but the 
effect of opinion of eventual scarcity. The advance 
at that season of the year, namely, in the thiee 
months immediately following the harvest, wliich, 
after the middle of August was secured in perfectly 
dry condition, and a great part of the wheats, 
therefore, although inferior in quality, were fit for 
immediate use, necessarily involved more or less of 
speculation ; thus proving that as soon as grounds 
existed for entertaining a favourable opinion of the 
future course of markets, the circulation, however 
contracted, did not prevent a great speculative rise. 
The speculation, however, went on the prospect of 
a greater rise, and a higher range of prices than 
were eventually realised. And the rise would have 
been greater, had it not been for circumstances 
which were subsequently developed. 

1. The surplus of the old stock proved to be 
beyond what had been reckoned upon. 

2. The crops, tliough decidedly defective, were 
rather less so than had been anticipated, those in 
the north having been well secured, and not so 

• But, as during the fall of the prices of corn in 1827, the 
prices of meat had ranged comparatively high, the advance of 
the prices of corn in the autumn of 1828 was accompanied by a 
fall in the prices of meat. 

O 2 
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deficient in point of acreable produce as they had 
been in the south. 

3. A great increase of the importation from Ire- 
land, for instance : 

Wheat. Flour. 

1827 - - 307,646 qrs. - - 341,630 cwt. 

1828 - - 474,993 - - 621,568 

4. A large foreign importation, of which a con- 
siderable proportion came from a quarter that had 
not at all been looked to as a source of supply, 
namely, Spain, which in our former scarcities had 
been a competitor with us in purchasing corn in 
the north of Europe, and on some occasions re- 

Suiring supplies from this country. No less than 
•om 200,000 to 30C>,000 quarters were received 
from thence in the winter of 1828-9- 

If it had not been for these unlooked for circum- 
stances, but more especially if the harvest had 
proved as calamitous as that of 1816, and if the 
scarcity had extended, as it did in that year, to the 
whole of the Continent of Europe, the prices of 
1829 would probably have reached at least the 
elevation of those of 1817- In the examination of 
Mr. David Hodgson before the Agricultural Com- 
mittee of 1833, he is asked, ** Do you not conceive 
that if any one of the years to which you allude, 
from the year 1828 to the present period, had been 
ofasiitiilar character to that of 1816, the deficiency 
which occurred during that period would have been 
felt with greater pressure in this country ? ** An- 
swer, " I should think there cannot be a question 
of it." 

But the supply, including the quantity of foreign 
admitted for home consumption, about 850,000 
quarters of wheat, between the harvest of 1828, 
and that of 1829, having with the surplus from the 
former year proved to be more than sufScient at 
the advanced prices, the markets gave way as the 
harvest of 1829 approached. 
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The winter of 1828-9 was colder than the pre- 
ceding winter, but was not marked by any character 
of severity. The spring following was rather back- 
ward, but not remarkably so ; the summer and 
autumn, however, were wet and cold, and the 
harvest was much protracted by the unsettled 
weather which prevailed during the whole progress 
of it. The crops, although ill got in, and as the 
event proved, deficient in quantity, and inferior in 
quality, were hurried to market at the close of 
1829, and the averages were in consequence much 
depressed, having at the close of the year got down to 
55s. per quarter for wheat. This depression of the 
corn markets between the close of 1828, and the 
winter of 1829-30, to the extent of upwards of 20^. 
per quarter on wheat, short as was the duration of 
the fall, was, while the depression lasted, felt very se- 
verely by the farmers, more especially those of the 
heavy clay lands. The produce of these was very de- 
ficient in quantity, and very inferior in quality, and 
got in at a very heavy expense. And those farmers 
who, whether under the influence of necessity, or 
of opinion, hurried their corn soon after harvest to 
market, were obliged to submit to ruinous sales ; a 
large proportion of the wheat so hurried to market 
being damp and in bad condition, as well as inferior 
in quality, was, at the close of 1829, and through 
January and February 1830, sold mostly under 50^., 
while the very small proportion that came to market 
in a dry condition, and of good quality, fetched 
from 70^. to 75s.y and fine foreign was worth 80.9. 
It was with reference to this short interval of de- 
pression of the corn markets, that notice was taken 
in the King^s speech, delivered by commission, on 
the meeting of parliament, 4th February 1830, of 
the existence of distress among the agricultural and 
manufacturing classes in some parts of the United 
Kingdom, in the following terms : — 

" His Majesty commands us to inform you that the export 

o 3 
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in the last year of British produce and raanuikctures has ex- 
ceeded that of any former year. 

** His Majesty laraentSy that notwithstanding this indication 
of active commerce, distress should prevail among the agricul- 
tural and manufacturing classes in some parts of the United 
Kingdom. It would be most gratifying to the paternal feelings 
of His Majesty to be enabled to propose for your consideration, 
measures calculated to remove the difficulties of any portion of 
his subjects, and at the same time compatible with the general 
and permanent interests of his people. It is from deep solici- 
tude for those interests that His Majesty is impressed witli the 
necessity of acting with extreme caution in reference to this 
important subject." 

** His Majesty feels assured that you will concur with him in 
assigning due weight to the effect of unfavourable seasons, and 
to the operation of other causes which are beyond the reach 
of legislative control or remedy.'* 

The reference here made to the effect of the 
seasons in producing the alleged distress, was ex- 
plained by the Duke of Wellington, in reply to 
remarks in the House of Lords on the address. 
" In considering," he said, ** the remedies to be 
applied to this state of things, you are to give due 
weight to tlie unfavourable nature of the seasons, 
which occasioned enormous expenses in collecting 
the harvest, and which has in fact occasioned one 
bad harvest, if not another, so that the collection 
of it was excessively expensive.'* 

There were, in fact, besides the great inferiority 
of quality, two circumstances which prevented 
those farmers who brought their crops quickly 
to market after the harvest of 1829 from obtaining 
in the price a compensation for the deficiency of 
the produce ; and these were first, the admission in 
July of that year of a large quantity of foreign 
corn, and the other was the enormous expense of 
harvesting, which was attended with more inter- 
ruption and delay and damage than in any season 
since 1816. But these circumstances would not of 
themselves have been sufficient to countervail to 
the farmers the effect of the deficiency on the 
price, had it not been lliat for some time after the 
harvest, opinions and reports were divided as to 
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the extent of the deficiency, and as tlie event 
proved that the produce of 1828, with the stock 
in hand, had been under-estimated, so it should 
seem that there had been an opposite error in 
over-estimating that of 1829. 

The winter of 1829-30 was, although not one 
of the most severe, yet of considerable severity, 
the most so of any since 1813-14. The deficiency 
of the liarvest of 1829 became manifest in the 
spring following, when the average price rose suf- 
ficiently to admit of an entry of about 300,000 
quarters of foreign wheat for consumption at a duty 
of 20.V. 8d. per quarter. 

After that partial admission the prices of corn 
again rose. The weather during the summer of 
1830, although not so wet as the two preceding 
summers, was unsettled, and as the harvest ap- 
proached, prices rose, insomuch tliat at the end of 
August the averages reached 72.y. and the duty fell 
to 2.y. 8d.y at which all the wheat and flour that 
was in bond, or had newly arrived, amounting al- 
together to about 1,400,000 quarters, was entered 
for home consumption. The large foreign supply 
thus admitted just at the time that our own crops 
were secured, had the effect of rapidly depressing 
the markets, and the av^erage price for the week 
ending 22d October, fell to 61^. Jd. This de- 
cline was of very short duration. The crops of 
1830 were, at the conclusion of the harvest, esti- 
mated to be decidedly below an average. Under 
this impression the markets rallied. 

In this instance, more strikingly even than in 
1828, is the force of opinion in counteracting any 
supposed influence of the circulation exhibited. 
According to the result of all subsequent informa- 
tion, the wheat crop of 1830 was not so deficient 
as that of either of the two preceding years, and a 
large foreign supply was added to it just as the 
harvest was about to be completed. The circula- 

o 4 
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tion was in a very contracted state at the close of 
1830, and continued to be so throughout the spring 
of 1831 ; yet in what was considered and complained 
of in other branches of industry, as a very cramped 
state of the currency, was found to be consistent 
with a considerable advance, and high range of the 
prices of corn. Thus the average prices of wheat 
were, — 

22d October, 1830 - - 6U. Id. per quarter 
4th March, 1831 - - 7Ss. 5d. « 

This rise was, as had been the case in the au- 
tumn of 1828, but upon more doubtful grounds, 
the mere effect of opinion operating at a time 
when there could not be actual scarcity, and when, 
as regarded the money market, there was the very 
reverse of anything like facility of obtaining artifi- 
cial means for speculation. There had been, in the 
interval, a further reduction of Bank notes, to the 
extent of nearly two millions. It was a time, too, 
when the small country notes had ceased to circu- 
late. And it was, moreover, a period of great 
political agitation, connected with the change of 
ministry, and with a very excited and disturbed 
state of feeling * through the country. All these 
were circumstances very adverse, as might be sup- 

I)Osed, to speculation ; and yet it was a mere specu- 
ative opinion (which, in the result, proved to have 
been formed on insufficient grounds) that caused 
a rise of 20 per cent, in a few weeks t — a rise 

* The disturbances which broke out so alarmingly among 
the labourers in some of the agricultural districts, in the autumn 
and winter of 1830-1, were greatly aggravated, if not produced, 
by the high prices of provisions. The complaints were of the 
inadequateness of wages. This, in other words, means the 
diminished quantity of necessaries which they could command. 

t As a further proof of the little direct influence of the state 
of the circulation, administered as ours is, upon the prices of 
produce, it may here be observed, that not only did the prices of 
corn advance considerably in the spring of 1831, but meat and 
wool, which had previously been depressed, rose also very consi- 
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which was the occasion of admitting, in the spring 
of 1831, 1,491,631 quarters of foreign and colonial 
wheat and meal into consumption. It was the 
admission of this large quantity, which thencefor- 
ward, with our own increasing produce, contributed 
for some time after to depress the corn markets. 

The winter of 1830-31 was very variable : sharp 
frosts of a day or two, alternating with rapid thaws ; 
very little snow in the southern division of the 
island, but heavy falls in the northern. The early 
part of the spring was not marked by any par- 
ticular feature of inclemency, until the month 
of May. On the 6th of that month, after a 
succession of very heavy rains, a frost of un- 
common severitv for the season occurred. The 
extensive destruction caused by it, to garden 
shrubs and plants, must be within distinct recollec- 
tion. And it was supposed, although too early in 
the growth to admit of being ascertained, that the 
wheats sustained great injury from that cause, which 
was developed as they approached to maturity. The 
same cause of injury was not considered as extending 
to the northern division of the island, where the 
crops were backwarder. The weather, during the 
summer of 1831, was variable, with a preponder- 
ance of wet. While the harvest was in progress, 
complaints of mildew, and other injury to the 
corn crops, became very general. This applied 
more especially to Essex, and some others of the 
great corn-growing districts ; and the acknowledged 
deficiency of the acreable produce in those districts, 
led to an opinion, that prices which had been de- 



derably. The rise was, doubtless, owing to the effects of a rot 
which had prevailed among the sheep, as a consequence of the 
preceding wet seasons. But those of the partisans of the cur- 
rency theory who consider that this rise was tlie effect of scarcity, 
are bound to give a consistent reason, why the previous low 
prices, and more especially in 1822, might not fairly be ascribed 
to abundance. 
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pressed by the large admission of foreign wheat in 
the spring, would rally sufficiently to require and 
admit a further foreign supply before the following 
harvest. But it soon became apparent, that the 
surplus of the foreign which had already been 
admitted, with the home growth, which (whether 
from an extended cultivation, or from the produce 
in the western and northern districts having turned 
out better than in the eastern and southern, or 
what is more probable, from both these causes), 
constituted a stock more than sufficient to last till 
the ensuing harvest. As the impression to this 
effect gained ground, the markets gave way, and 
the inferiority of the wheat operated not only 
in depressing the averages, but in deterring specu- 
lation, the quality being of a description unfit to 
hold over, at the risk of coming into competition 
with a new crop of better quality. There appears, 
accordingly, to have been, at the close of 1831, 
sufficient cause for the decline of wheat to an 
average price of GO.v. 5d.* 

The wmter of 1 831-2 was open, and the following 
spring was neither very forward nor very backward. 
In the summer, and at the approach of harvest, the 
weather was rather unsettled \ and this, with an im- 
pression that the old stock in the country was very 
much reduced, gave occasion to a little rally in the 
markets in July and August, 1832, which raised 
the averages to about 63.v. But the weather, from 
the end of July till the last week of August, proved 
to be most propitious, and the crops of nearly all 

* There had been, coincidently with this decline, a reduction 
of the Bank issues, and it is possible that the contraction which 
prevailed, more or less, may, as it coincided with a tendency 
from other causes, to a decline of the corn markets, have in- 
creased or accelerated that tendency ; but it has been observed, 
that in 1K29, with a circulation less by nearly two millions than 
in 18'27, the price of wheat was 40 per cent, higher ; and it will 
be seen, that with an increased circulation in 1833, the prices 
were lower than in either 1831 or 1832. 



w 



1828—1832. 203 

kinds of grain, but more especially of wheat, were 
secured, in good order, in the greater part of the 
country to the south of Yorkshire. In the last 
week of August, there were very heavy rains, 
attended with a warm close atmosphere ; and the 
wheats which were exposed to them, suffered con- 
siderably. But the mjury from this cause was 
partial ; and with this exception, the harvest was 
well secured, and the yield was reported, upon 
the whole, to be abundant. As, therefore, the 
previous prices had been those of deficiency, so, 
upon the restoration of abundance*, they naturally 

* The importations from Ireland had considerably increased, 
as compared with the two former years. 

Of the abundance of the crop of 1832, as it militates with 
the exclusive currency doctrine, some' doubts (have been ex- 
pressed by the supporters of that doctrine ; I therefore subjoin 
the following extracts of some of the evidence before the Agri- 
cultural Committee of 1833. 

Mr. llobert Hughes, steward to several gentlemen, and a land 
surveyor, speaking of Wiltshire and Berkshire, with which he 
was particularly acquainted, is asked, " Do you consider 1831 
and 1832 to have been average seasons?" answers, " 1831 was 
a better season, but not so good as the last season." And in 
answer to further questions, " I never recollect a more kind 
season than the year 1832, for crops of all descriptions ; and in 
the southern counties, I never knew a better crop." And 
repeats, referring to the last ten years, " Generally speaking, I 
never remember a better crop in those counties." 

Mr. John Cramp, an occupier of land, at Garlinge, in the Isle 
of Thanet, and in the habit of making valuations, says, " The 
last harvest was a very good one ; I have known the Isle of 
Thanet forty years, and never knew one so good." And to a 
further question, by how much the produce of 1832 exceeded 
an average harvest in the Isle of Thanet, answers, "I should 
say one-iburth part, I may say one-fifth certainly, and I think, 
as compared with 1831, the crop of 1832 was nearly in the pro- 
portion of two to one." 

Mr. William Simpson, farmer and land-valuer, at Doncaster 
speaking of stiff lands, and of the crop of 1 832, says, " It was 
the best crop on the clay soils there has been since 1827, though 
they complain very heavily. It would have been a fair crop, if 
it could have been well cut, but it was not well got in." 
h Mr. James Comely, a farmer and land-valuer, at Compton, 
near Winchester, says, with reference to the crop of 1832, 
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fell ; and the average, at the close of December, 
1832, was 53s. Jd. The circulation of the Bank of 
England had undergone no material reduction in 
December, 1832, as compared with December, 
1831 ; thus,— 

Bank Notes. Wheat. 

December, 1831 — 16,890,000 60*. 5d. 

1832 — 16,511,000 5Ss. 7d. 

In France, the prices of the five years which 
have been under consideration, underwent nearly 
the same variation as in this country, namely, a 
rise, in consequence of deficient harvests, in the 
four years ending with that of 1831, and a fall, as 
the consequence of an abundant harvest in 1832. 
But, although each of those four years was marked 
with more or less of deficiency in France, as well 
as in this country, none of them were of the deso- 
lating character of the season of 1816. 

The average price of wheat during the five years 
ending in 1832, was 63*. 2^. per Imperial quarter, 
equal to 61*. 2^. per Winchester quarter *, not- 



<< It must be considered that it was an extraordinary crop this 
year." 

per Imp. qr. per Win. qr. 

s. d* 8» d* 

* 1828 - 60 5 = 58 6 

1829 . 66 3 = 64. 2 

1830 - 64 3 = 62 3 

1831 - 66 4. = 64 2 

1832 - 58 8 = 56 10 



Average 63 2 J = 61 2^ 

In the very superficial and imperfect view of the corn trade, 
taken in the Agricultural Report of the House of Commons in 
1833, it is considered as a tribute to the corn bill of 1828, that 
the fluctuations of price in the five years following were on a 
smaller scale than in any other period of five years since 1797. 
And reason good why they should have been so. There had 
been a general moderate degree of deficiency in each of the 
consecutive years, except the last, viz. 1832, which before the 
close of the year had not time to affect the average. And 
under that moderate degree of deficiency, we were enabled, in 
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withstanding that there had in that interval been 
an admission of foreign and colonial wheat and 
meal for home consumption, to no less an extent 
than 5,725,221 quarters.* 

consequence of all the ports of Europe (France excepted), and 
of America, being open as sources of supply at low freights, to 
import in those five years nearly nine millions of foreign grain. 
But supposing that this country and Europe generally had been 
afflicted with two seasons in succession such as 1794 and 1795, 
or 1799 and 1800, or even with a single season such as 1816, 
in that interval, and further supposing that the interval had also 
included a season of the exuberance of 1813, 1820, or 1834, 
what then would have been the boasted steadiness produced by 
the corn law of 1828? But still more, if in the first two or 
three years of that interval there had been a deficiency of home 
growth, to be supplied by an importation from abroad, sub- 
ject to at least 44^. of extra war charges, followed by a super- 
abundant home growth, coincident with a return of peace, and 
a consequent cessation of the extra charges, is there not reason 
to conclude that the price under this same corn law might have 
varied by the difference between 150*. and 35*? Indeed, if the 
author of that report had waited till 1835, he would have found 
that a price as low as 35*. was compatible with that corn law, 
making, according to the mode of expression adopted in the 
table which is inserted at page 1 2 of that report, a variation 
of 100 per cent. And further, if seasons in Europe, such as 
occurred at the close of the last and the beginning of the present 
century should recur, we should, with our present dense popu- 
lation, require a foreign supply of such magnitude as could not 
be obtained without a rise to upwards of lOOs, And such a 
state of things, whenever it shall occur, will form a due com- 
mentary, and probably an extinguisher, upon the present system 
of corn laws. 

* Foreign and Colonial Wheat, and Wheat Meal admitted 
for home consumption: 

Quarters. 

1828 - - - 842,050 

1829 - - - 1,364,220 

1830 - - - 1,701,885 

1831 - - - 1,491,631 

1832 - - - 325,435 



5,725,221 



And the total quantities of foreign and colonial grain and 
meal admitted in dkose five years, amounted to no less than 
8,894,424 quarters. 
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There are several points of view, in which, for 
the purpose of estimating the effect of the currency 
on the price, the state of the com trade in those five 
years becomes a matter of important consideration, 

In this interval the small-note circulation in 
England had been discontinued, and the whole cir- 
culation was considered to be in a contracted state. 
The greater part of the interval was characterised 
as exhibiting a distressed state, or a dull and stag- 
nant state of trade and manufactures* The com- 
paratively high range of prices, therefore, could 
not be ascribed to increased consumption. The 
whole of the commercial world (France only dur- 
ing a part of that period excepted), was open for 
this country to draw supplies from, at rates of 
freight and insurance lower than they had ever 
before been. Several countries (Spain more es- 
pecially, which had been during the early period 
of the war, a competitor with us in drawing sup- 
plies from the Baltic, and in the latter years drew 
supplies from this country), from whence we had 
never before imported any, or only small quantities, 
became the sources of unexpectedly large supplies. 
The experience of the preceding ten years had 
removed the impression that in ordinary seasons 
this country, including of course Ireland, did not 
grow enough for its ow^n consumption. The farmers 
were therefore, independently of all question of 
capital or credit, less confident than they had been 
of a high range of prices, and consequently less 
disposed to withhold their supplies. 

If then, under these depressing circumstances, 
the average price of wheat was 61*. 2rf. per Win- 
chester quarter ; it may be worth while to consider 
what would have been the addition to that price 
if, requiring as we did a foreign supply, this country 
had been, witli reference to the sources and cost of 
an importation, situated as it was in the five years 
ending in 1813. 




^^07 

' micerlainty of tlie sources 

"'/ ///,' n-rUiinty that existed 
' in- r.oiiUl not obtain any 
■.' iiiiiiniiig, do not admit of 
- •iniiltly ill the price, although 
1 must be assmned and allowed 
-«tsc ;i vcrv great rise beyond the 
'n- ciiavges til importation inci- 
ilitifiil ubstriiclions wliich then 




mo consideration only the additional 

•'tting an increased cost of produc- 

.jicirtation from such sources as were 

' \i.; of a supply of which we stood in 

ttio following is a very moderate com- 

''lose charges: 

iM exchange, or the difference 
■ [lapur and gold, on an average 
..\c years from 1809 to 1813, both 
K-luded, 20 per cent, on GOs. - £0 12 
' e of freight which, with the 
vs from foreign governments, was 
nc instances as much as 50s. per 
lurter, but talcing as the lowest of that 
riod, 25a'. per quarter, and deduct thcre- 
Wm 5s. per quarter as the average of 
freights from 1S28 to 1S32 - - ^£'l 
fcfference of premium of insurance between 
the peace rate of between 2 and 3 per 
cent, on an average, and 20 to 40 per 
cent., at which the premiums ranged from 
1808 to 1813, but taking only 20 per 
cent, on a varying amount, suppose an 
average of 60s. per quarter. - - 12 

jf2 4 

This extra cost {taken at the lowest comptt- 
tation), incidental to the war, of 44*. per quarter. 
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added to 6ls. 2rf., would bring the average of 
the five years ending in 1832, to 105*. 2rf.*, 
without taking into consideration the further inde- 
finite but necessarily very great effect which would 
be produced by the uncertainty of obtaining a suf- 
ficient supply on any terms. The alarm attending 
that uncertainty, does not, as before observed, 
admit of a precise measure in price ; but I am 
perfectly persuaded that, considering the greatly 
increased density of population in the five years 
ending in 1832, requiring a foreign supply of nearly 
six millions of quarters of wheat, besides other 
grain, to make up for the deficiency of our own 
crops, if in addition to the effect on prices, of the 
extra charges enumerated attending a foreign sup- 
ply, there had been the certainty, as there was m 
1811 and 1812, that we could not obtain a sufficient 
quantity (allowing for the utmost retrenchment of 
consumption) on any terms, the average price of 
the five years ending in 1832 would have been 
decidedly higher than that of the five years ending 
in 1813 ; or, conversely, that the price in the five 
years ending in 1813, would not, but for the extra 
charges, and the uncertainty of any supply, have 
been so high as the average prices were in the five 
years ending in 1832. 

The argument then seems to be complete, as 
derived from the price of wheat in the period 

* By the alteration in the mode of taking the averages intro- 
duced by the corn bill of 1828, it has been computed that, 
supposing the state of markets the same, the aggregate returns 
are lower by 5s, the quarter than under the former mode. The 
returns formerly were confined to corn, the produce of England 
and Wales; they now include Scotch and Irish com. The 
average price therefore of the five years ending in 1 832, would, 
according to the mode of making returns between 1808 and 
1813, be 5s. higher, namely, - - 66s. 2d. 

to which adding - - - - - 44^. Od. 

would make the cost, with the war charges - 11 Of. 2d. 
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which has passed under review, against any in- 
ference of increased value of money beyond the 
diflTerence between paper and gold, in the five 
years ending in 1832, as compared with the five 
years ending in 1813. Or, conversely, that in the 
five years ending in 1813, the average price of 
wheat affords no ground of inference of depreci- 
ation beyond the difference between paper and gold. 
The ground thus failing of any charge against 
the operation of PeePs bill, in the interval between 
1827 and 1832, from a reference to the price of 
wheat, the impugners of that measure have confined 
themselves to observing upon the considerable fall 
of prices which occurred in a great majority of other 
articles in that interval, in proof, as they allege, 
of the still increasing value of money, and accord- 
ing to their doctrine, of the increasing pressure, 
or, in the peculiar language of their theory, the 
greater stringency of the act of 1819. 



Section 2. — State of Markets for Produce and 
Commodities other than Corn from 1828 to 1832. 

It will be seen, by a reference to the tables of 
prices in the Appendix, that, during the greater 
part of this interval, while corn had been rising, 
and was at a comparatively high range, the prices 
of most other descriptions of produce were falling, 
and some of them experienced a lower point of 
depression than is observable in any other part of 
the period embraced by those tables. The follow- 
ing are some of the principal instances of the 
greatest depression, and the dates of the lowest 
quotations : — 

Cotton, bowed Georgia, per lb. 5\d. to 6\d, in 1828-9 

Tobacco, Virginia, — 

Coffee, St. Domingo, per cwt. 
Sugar, white Havannah — 
Indigo, £• India superior — 

VOL. II. I 



2irf. to 


ed. 


1831 


SU. to 


33*. 


1829 


265. to 


S4«. 


1831 


4«. \0d. to 


6f. 


1832 
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Copper, British, in cakes, per ton. 86/. to SSL 1831 

Iron, British, in pigs, — 4/. lOs. to 5L 5s. 1832-3 

Lead, do. do. — 12/. 10*. 1832 

Tm, do in bars, — 73/. 10*. 1828 

Many other articles, such as wool, silk, flax, tal- 
low, likewise experienced their greatest depression 
at different periods in this interval, while corn was 
at a high range.* 

♦ An elaborate " Statement of the prices of British staple 
articles and colonial produce, showing the rise or fall in the 
prices of the respective articles, for each year from 1826 to 
1833," has been inserted in the Appendix to the Report of the 
Committee of the House of Commons on Agricultural Distress 
in 1833, having been delivered into the committee by Mr. 
William Moreton Laurence. The prices purport to be the quota.1 
tions of the first week in January of each year, and a per-ccnta^e 
of rise or fall is inserted against each article, derived from a com- 
parison between the prices of the first week of January 1 826, and 
the first week of January 1833, sinking the per-centage of all the 
intermediate fluctuations. This statement, therefore, as far as 
relates to the proposed inference of a considerable fall, extend- 
ing to the great majority of articles comprehended in it, is 
simply a comparison of the prices at the end of 1825 and the 
end of 1832, and is open to the same remark as I had occa- 
sion to make on the comparative statements of prices from the 
commencement of 1819 to the close of 1822, namely, that the 
point of commencement included a great part of the speculative 
rise of the period immediately preceding. Thus, ' in many in- 
stances of the quotations of January 1826, the prices were 
merely nominal, no actual transactions having taken place for 
several weeks ; and if sales had been forced, as they were soon 
afterwards, the utmost prices obtainable would not have been 
within 20 or 30 per cent, or more below those quotations; 
while in other instances the result would have varied greatly, 
if the comparison had been made with the intermediate prices. 
But this, as all other statements of mere prices, if unaccom- 
panied by an explanation of the circumstances affecting the 
supply and demand, as also the cost of production of each 
article, affords grounds for the most fallacious inferences. And 
it was evidently with a view to the most fallacious inference of 
a great increase of the value of money from diminished quan- 
tity, as contradistinguished from cheapness of commodities by 
increased quantity and diminished cost of production, that it 
was appended to the report in question. Independently however 
of the fallacy of inference from that cause is another very ma- 
terial one, namely, that a considerable proportion of the articles 
in the list consists of drugs and chemical preparations, bb if it 
were not a necessary consequence of the improvements of 
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In the case of every one of the descriptions of 
produce which thus fell in price during this interval, 
a reference to the brokers' circulars, which as we 
approach to recent times are readily accessible, will 
show that the quantity on hand, or supposed to be 
forthcoming, was larger than any former estimate, 
and beyond the previously estimated rate of con- 
sumption. 

Thus cotton, of which it was supposed, at dif- 
ferent stages of its fall for some years before, that 
the supply could not be kept up without an advance 
of price, continued to increase in quantity, at less 
than half of what had been then said to be its 
lowest cost of production. The same, although 
not in so great a degree, was the case with silk and 
flax. Of indigo, the stock on hand had accumu- 
lated at the close of 1830 to an extent much beyond 
the estimated rate of consumption. 

The increase of the supplies of coffee from Java, 
Brazil, and St. Domingo, till the close of 1830, 
was on such a scale as greatly to outrun the rapidly 
increasing consumption of Europe. And if a proof 
had been wanting, that the fall was not caused by 
the currency, it might be derived from the circum- 
stance, that upon an abatement of the rate of supply 
relatively to the consumption, the price advanced 
50 per cent, in 1830 and 1831, when, as we shall 
have occasion to see, the circulation was in a more 
contracted state than it had been in the two years 
preceding. 

The fall in sugar and other colonial produce was 
fully accounted for on similar grounds. 

Of iron, it is notorious that during the interval 
under consideration the extension of furnaces, and 

science, that the cost of production of that description of com- 
modities should be reduced. And among other articles figuring 
in the list, are the different numbers of cotton twist, the fall of 
the price of which is the twofold effect of the reduced cost of 
the raw material, and the very greatly reduced cost of manu- 
facturing, by the application of improved machinery. 

P 2 
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the application of increased powers of machinery, 
had caused such an augmentation of supply, as had 
greatly outrun an increasing rate of consumption. 

In the case of lead, tin, and copper, there was 
not. only an increase in the produce of our o\^ti 
mines, by the application of increased power and 
improved processes, but a competition in the export 
trade with foreign sources of supply ; for instance, 
lead from Spain, tin from Banca, and copper not only 
from Russia, but from South America and Cuba. 

Other articles might be enumerated, the fall of 
which might be as clearly accounted for ; but these 
are sufficient for the purpose of general illustration 
in support of the negative of any presumption or 
inference to be derived from sucli fall, of an in- 
creased value of money ; meaning, by increased 
value of money, a diminution of its quantity, while 
commodities are assumed to remain unaltered in 
the proportion of supply and demand. 

And, independently of other grounds of con- 
clusion in the negative of any perceptible influence 
from increased value, by diminished quantity of 
money, in the fall of prices of so many leading 
articles of consumption in this interval, the strongest 
possible presumption to the same effect is afforded 
by the circumstance that the lowest prices of some 
of these articles occurred between 1828 and 1831, 
while corn was rising and attained a high range of 
prices ; and that the former description of articles 
rose, in some instances very considerably, when 
com was falling. It may be said that the cause of 
the rise of the prices of com was a deficiency of 
the crops. That is very true, but it is equally true, 
and susceptible of proof fully as clear, that in the 
case of every one of the articles that fell in price, 
there was actual or prospective abundance, or in- 
crease of quantity compared with the previous 
ordinary rate of supply, and actual or supposed 
diminution of the cost of production, to account 
ior such fall. 
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purchases. The repetition of disappointments 
naturally abated confidence in the maintenance of 
markets, and the usual buyers became discouraged 
from embarking freely, even at the reduced prices, 
by a feeling of distrust, from having been before 
mistaken as to the probable sources of supply, and 
the lowest possible cost of production. 

But as a state of rising markets, and eventually a 
high range of them, in consequence of supplies hav- 
ing for some length of time fallen short of expect- 
ation, or of the estimated rate of consumption, is 
usually followed, first by stagnation, and then by re- 
verses ; so a long course of falling markets is event- 
ually followed by a reduction of stocks, while the 
consumption is extended ; and this state of things is 
the precursor of improved markets, and of a period 
of prosperity in the branches of trade to which the 
previous distress from low prices had applied. Ac- 
cordingly the fall and low range of prices observable 
through a great part of the interval now under 
consideration, laid the foundation for the activity 
and generally prosperous state which, as we shall 
have occasion to see, prevailed among the manu- 
facturing, and mining, and trading classes, in the 
three years following the present epoch. 



Section 3. — State of the Circulation from 1828 

to 1832. 

The circulation, as far as related to the regula- 
tion by the Bank of its issues, was, in the interval 
now under consideration, in a more equable state 
than in any of the preceding epochs (with the 
exception of that between 1803 and 1808), not- 
withstanding that in this interval the suppression 
of the small note country circulation had been ac- 
complished. And it should seem therefore that 
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the substitution of the metals for those small notes 
had served only to absorb the gold which had 
flowed into the country by the balance of trade, 
and which would otherwise have created an incum- 
brance of treasure in the Bank of England in 1828, 
such as it experienced between 1821 and 1824. 

The most considerable of the variations in the 
position of the Bank, in this interval, were in the 
amount of its treasure. These variations, however, 
although considerable, did not approach in extent 
to those which occurred in the interval which has 
recently passed under review. From February, 
1827> to August, 1828, the amount varied only 
from 10,159,020/. to 10,498,880/. But in the six 
months from February, 1828, to August, 1829, 
there was a reduction of bullion to the extent of 
upwards of three millions and a half, while the 
other elements of the position of the Bank at those 
two periods, liad undergone a comparatively incon- 
siderable variation. The following is a comparative 
statement at the two periods : — 



Circulation. 
Notes of 5/. & upw. 
— under 5/. 



30 August, 1828. 

Securities. 
^20,975,170 Public ^^20,682,776 

382,340 Private 3,222,754 



Deposits 



21,357,510 
10,201,380 



Bullion 



23,905,530 
10,498,880 



Liabilities ^31,558,790 



Assets ^34,404,410 



Circulation. 
Notes of 5/. & upw. 
— under 5/. 



Deposits 



28 February, 1 829. 

Securities, 
jff 1 9,5 1 4,020 Public £ 1 9,736,665 

356,830 Private 5,648,085 



19,870,850 
9,553,960 



Bullion 



25,384,750 
6,835,020 



Liabilities ^29,424,810 



Assets ^32,219,770 



There appear to have been, independently of the 

p 4 
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innumerable minute causes which collectively pro- 
duce considerable movements of the metals, the 
following circumstances which may have operated 
in this reduction. 

!• The completion of the substitution of a me- 
tallic for the small note country circulation, which, 
however, after August, 1828, must have been a 
very insignificant amount.* 

2. The war in the East of Europe, between 
Russia and Turkey, which distinctly drew an amount 
of about one million from the treasure of the Bank. 
Mr. Horsley Palmer, in his evidence before the Bank 
Charter Committee in 1832, p. 14., observing upon 
a demand upon the coffers of the Bank, although 
the exchange was apparently favourable, said, 
" There may be a temporary demand, and I may 
instance the years 1828 and 1829, as periods when 
there was a demand, at a high rate of exchange, 
for about a million of gold for the supply of the 
Russian army.^ 

3. A considerable pressure on the money market 
of the United States m 1828 and 1829, as the con- 
sequence of extensive overtrading in 1827.t 

* This substitution of coin for the small note circulation pro- 
ceeded to its completion apparently without any perceptible 
derangement of the circulation, and coincidently with a great 
advance in the price of corn, 

t It was with reference to the pressure on the money market 
in the United States in 1828, that Mr. Diddle, president of the 
United States Bank, published some observations in one of the 
American newspapers in 1828. After a clear exposition of the 
general principles of banking, he adds, << These simple elements 
explain the present situation of the country. Its disorder is 
overtrading brought on by over-banking. The remedy is to 
bank less and to trade less. During the last year, money was 
very abundant, that is, the demand for coin being small in pro- 
portion, the banks distributed freely their discounts and notes. 
This plenty concurred with other causes, especially the ex|)ect- 
ation of a new tariff, to induce an increased importation of 
foreign goods, and at the same time furnish great facility for 
procuring them on credit." " The course of business has been 
this : A merchant borrows from the banks and sends abroad 
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4. An importation of foreign corn, to a consi- 
derable extent, in consequence of the deficiency of 
the harvest of 1828 in this country, 

5. A drain for Ireland, in consequence of dis- 
credit by the excitement prevailing in that country, 
and a run against the Provincial Bank. The sums 
that went for that purpose were supposed, accord- 
ing to the evidence of Mr. Palmer (p. 32., Bank 
Charter Report), to have amounted to about one 
million in 1828. 

It is probable that not any one of those causes 
would alone have produced any perceptible effect 
on the circulation, or in the general position of the 
Bank ; but collectively they produced a consider- 
able impression, although, as will be seen, they had 
not the effect of reducing the Bank treasure much 
below seven millions, and that only for a short in- 
terval, afler which a reflux to the full extent of the 
original drain occurred. There was some pressure 

100,000 dollars in coin, or he buys bills from one who has ship- 
ped the coin. With these he imports a cargo of goods, ob- 
taining a long credit for the duties — sends them to auction, 
where they are sold, and the auctioneer's notes given for them. 
These notes are discounted by the bank, and the merchant is 
then put in possession of another 100,000 dollars, which he 
again ships ; and thus he proceeds in an endless circle, as long 
as the banks, by discounting his notes, enable him to send the 
coin, and tempt him to do so by keeping up prices here by 
their excessive issues. The banks therefore begin by diminish- 
ing or withdrawing these artificial facilities, leaving the persons 
directly concernea in this trade to act as they please with their 
own funds, but "hot with the funds of the banks. The imme- 
diate consequence is, that the auctioneers can no longer advance 
the' money for entire cargoes ; that they no longer sell for credit, 
but for cash ; that the price of goods falls ; that instead of 
being sold in large masses, they are sold slowly, and in small 
parcels, so that the importer is not able to remit the proceeds 
m large amounts. This diminishes the demand for bills and for 
specie to send abroad. In the meantime the importer, finding 
the price of his goods fall, imports no more ; and the shipper of 
coin, finding less demand for exchange, and that he can make 
more of his money by using it at home than by exporting it, 
abstains from sending it abroad." 
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on the money market, or, in other words, a rise, 
although to no inconvenient degree, in the rate of 
discounts. 

Neither the variation of the treasure of the Bank, 
nor the pressure on the money market, in the 
twelvemonth following August 1828, would have 
been worthy of particular notice, but that, from the 
suddenness and the strength of the tide with which 
the metals were going out, apprehensions seem to 
have been entertained by the directors, and in a 
greater degree perhaps by the government, of 
a continuance of the drain to an inconvenient 
extent. It was on that occasion, accordingly, that 
those who were then considered as the highest au- 
thorities in money matters, endeavoured to impress 
upon the ministers of the day their notions of the 
impossibility of maintaining the convertibility of 
paper into gold, and to urge the policy of resorting 
to that most clumsy of expedients a double standard. 
Such was the importunity and the weight of au- 
thority of the partisans of the measure, that the 
ministers were prevailed upon to institute an en- 
quiry into the merits of it, and evidence was taken 
upon the subject before the Board of Trade, and 
printed. Fortunately, the Bank directors were, I 
believe, much to their credit, opposed to the mea- 
sure, and proved to the government that, in the 
event of their treasure consisting of a greater pro- 
portion than usual of silver, that metal, although 
not available for direct payment of its^ notes, might 
be made applicable to redressing the exchanges, by 
transmission of it against bills, or against purchases 
of gold abroad. And, as pending the enquiry, the 
exchanges turned, and gold was coming back as 
fast as it had gone out, the matter was dropped. 

On the 26th June, 1830, the treasure of the 
Bank had risen to the very large amount of 
11,795,000/. Soon afterwards, however, circum- 
stances arose creating a fresh drain, and to a 
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more considerable extent, insomuch that on the 
5th February, 1832, the amount was reduced to 
5,088,000/., being a diminution of Uttle short of 
seven millions, since June, 1830. Of these circum- 
stances the most obvious were, 

1. The revolution in France, in 1830, followed 
by that of Belgium, and the war between Russia and 
Poland, causing a stagnation of trade and great dis- 
credit, and thus creating an increased absorption 
of the metals on the continent of Europe, 

2. A renewed drain for Ireland in 1830, com- 
puted by Mr. Palmer, in the evidence already re- 
ferred to, at about a million. 

3. Renewed importations of foreign corn, of 
which there had been a pause during the decline 
of prices after the spring of 1 829. 

4. And chiefly the political disquiet and distrust 
which prevailed in this country from the first agi- 
tation of the reform question in November, 1830, 
to the final passing of the bill in the spring of 1832, 

Thenceforward there was a reflux of bullion, al- 
though slower than on the preceding occasion, into 
the coflfers of the Bank, which raised the amount 
in the two following years to nearly the sum from 
which it had been reduced. 

A reference to the position of the Bank, as it 
stood in February and August in each year from 
1828 to 1832, will be found to exhibit considerable 
steadiness in the amount of the circulation, and still 
more in the securities, while the fluctuations of the 
treasure were as considerable as those which have 
been described. In the securities the variations 
were very small ; and this steadiness of them under 
the great fluctuations of the amount of bullion 
afforded a strong prima facie ground for the argu- 
ment built upon it by the directors, in favour of the 
principle to be observed by the Bank, of preserving 
a nearly uniform amount of securities, and leaving 
the public to act upon the other elements of its 
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position. The circulation too, although not so 
uniform as the securities, did not vary in the same 
degree with the bullion. And the liabilities, in- 
stead of being in the proportion of three to one of 
the bullion, were in 1829 more than four to one, 
and in 1832 more than five to one. 

It is clear therefore that if the Bank had been 
active, as it must have been in varying the amount 
of its securities, in order to preserve the proportion 
of one third of bullion (which has been considered 
as the desideratum) to its liabilities, the circulation 
must have undergone much more violent changes 
than those which occurred during these five years. 
And if the business of the issue of notes had been 
distinct from other banking operations, and con- 
fined to the exchange of paper against gold, and of 
gold against paper, so that the amount of the basis 
of the currency had varied exactly as it would 
have done if purely metallic, then, supposing the 
demand for bullion, whether for export or for in- 
ternal purposes, to have been as it was, the varia- 
tions in the amount of the circulation must have 
been very considerable, although not so violent as 
it might in some extreme cases be under the rule 
of one third of bullion to the liabilities. 

The question more immediately bearing upon the 
purpose of this work is, how far the money market 
and the markets for commodities would have been 
differently affected, if the Bank had regulated its 
issues strictly by the variations of its treasure, in- 
stead of keeping its securities so uniform as it did. 
As regards the money market, there can be no 
doubt that the variations would have been much 
greater than they were. During 1 829, under the very 
moderate reduction which occurred in the circula- 
tion, the rate of discount for first rate bills rose 
from 2^ and 3 per cent, to 4 per cent., which, being 
the Bank rate, formed the maximum for that de- 
scription of bills ; and there was an increased resort 
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accordingly to the Bank for discounts.* For 
second class and longer dated bills, as much as 
5 per cent, was occasionally required and given. 
But the pressure was of very trifling duration, as 
well as extent, and was not attended with any 
commercial discredit, or the slightest derangement 
of the general circulation, notwithstanding the 
recent suppression of the country small notes. 
The case, I apprehend, would have been very 
different if, instead of the Bank being passive, 
or nearly so, and holding a rather increased 
amount of securities, as it did in 18299 it had for- 
cibly reduced them, so as to have made the reduc- 
tion of the circulation to correspond with the 
reduction of the bullion. Upon the present footing 
of the business of the Bank, a forcible reduction 
of the securities would entail a withdrawal of de- 
posits, and so tend to neutralise the attempt, unless 
it were pushed to an extreme length. We will 
suppose, therefore, the business of issue to have 
been kept distinct from the other business of the 
Bank, and that its circulation had been made to vary 
exactly with the variations of bullion. There must 
in that case have been a reduction of issues to the 
extent of nearly two millions below the amount as 
it stood in February, 1829. Now, as there was al- 
ready some pressure on the money market at that 
time, under a contraction so small as that which 
had then occurred, the additional pressure from a 

* The increase of discounts at the Bank, in the early part of 
1829, would have been somewhat greater, had it not been that 
the directors, in the exercise of a sort of censorial power which 
they assumed, and professed always to act upon, of throwing out 
paper, whatever might be the names attached to it, which 
appeared to be connected with extensive speculation in any 
particular branch of trade, rejected, at the time here alluded 
to, all the bills offered for discount that appeared to be at all 
connected with transactions on the Corn Exchange. The cir- 
cumstance may have added to the causes of stagnation and 
decline of the corn markets which then manifested themselves, 
but it would otherwise have had no influence. 
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further reduction, to the extent of two millions, 
might have proved of considerable severity ; and 
the transition to an increase of the circulation in 
1830, to correspond with an increase of bullion, 
to the extent of four millions and a half, would 
have been felt in a sudden glut of money seek- 
ing employment at a greatly reduced rate of 
interest. It is true that, if the reduction of the 
circulation had proceeded pari passu with the 
drain, the loss of treasure would not have been so 
great, and the restoration of it would have been 
sooner effected ; but still there can be no doubt 
that the variation would, upon a strictly metallic 
basis, have been greater than it was under the 
actual regulation, and consequently that the fluctu- 
ations of the money market would have been greater 
than they actually were. The variations in the 
amount of bullion between 1830 and 1833, were 
on a still larger scale, and would consequently have 
entailed a greater variation of the circulation, and 
considerably greater fluctuations in the rate of in- 
terest than those which occurred. 

As relates to the markets for produce, the differ- 
ence of regulation of the issues would have entailed, 
in the instance of some descriptions, perhaps more 
of fluctuation, but little if any difference of the 
price on the average of the whole period. If in 
the cases of any of the markets for goods, the ten- 
dency from other causes was to a rise or fall, any 
coincident enlargement or contraction might pos- 
sibly, although not certainly, accelerate and increase 
that tendency ; but as long as the standard was 
preserved, whatever might be the fluctuations, the 
point of subsidence and the average price would 
be determined by the cost of production, and the 
supply compared with the ordinary rate of consump- 
tion. It is moreover specially to be kept in view, 
as relates to the supposed influence of the currency 
upon prices, that during this interval the variations 
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of the prices of com were, for the most part, in a 
direction exactly opposite to the variations of the 
circulation ; but, in as far as whether in its in- 
fluence on the money market, or on the markets 
for corn and other produce, uniformity, or a 
certain equableness in the amount of the circula- 
tion, is considered to be desirable, it must be ad- 
mitted that the regulation of the Bank issues, in 
the five years ending in 1832, presented more uni- 
formity than could have been preserved if the notes 
had varied as the amount of bullion varied. 



Section 4. — Summary of the preceding Survey. 

The interval that has passed under review, not 
having been marked by such great changes in the 
rate of interest or in prices, or in the state of 
credit, and in the general circulation as character- 
ised the former epochs, presents fewer prominent 
points to be borne in mind. Those which it is 
most desirable to keep in view, with reference to 
the conclusions to be drawn as to the influence of 
the currency, are, 

1. That after the cessation of the circulation of 
the country small notes, and during a contracted 
state of the currency, the price of wheat was, on 
the average of five years, ending in 1832, 61*. 2d. 
the Winchester quarter, which price, adding only, 
at a very moderate computation, the extra charges 
which formed the condition of a foreign supply in 
the interval from 1808 to 1813, namely, 44*. per 
quarter, would render the average of the more 
recent period, if the • same political obstructions 
had existed, equal to that of the last five years of 
the war. And if there were superadded in the 
five years ending in 1832, the apprehension which 
prevailed, and indeed was realised in 1811 and 
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1812, of not receiving any foreign supply at all, 
there is every reason to believe that, in the more 
recent instance, the prices would have been con- 
siderably higher than in the closing years of the 
war. 

2. That the prices of imported raw materials, 
and of the mining products of this country, were 
mostly falling during the period under review, but 
that in every instance the circumstances affecting 
the cost of production, and the supply compared 
with the ordinary rate of consumption, were suffi- 
cient to account for the fall. 

3. That in this, as in some of the former inter- 
vals, the circumstance of the opposite tendencies 
of the markets for provisions, to those for other 
produce, is decisive against the hypothesis of the 
influence of a single cause, such as that of the cur- 
rency. 

4. That with reference to the regulation of the 
Bank issues in this interval, there were consider- 
able variations in the amount of bullion, while the 
securities were preserved in a considerable degree 
of uniformity, and the circulation varied much less 
in proportion than the treasure. 
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CHAPTER X. 

STATE OF PRICES AND OF THE CIRCULATION, FROM 
THE COMMENCEMENT OF 1833 TO THE CLOSE 

OF 1837. 

In the period which we are now about to enter upon, 
and which will bring to a close the historical sketch 
of prices and of the circulation which it has been 
the purpose of this work to exhibit, the fluctuations 
of markets, and of the circulation, and of the state 
of credit, although not so striking as those which 
occurred in some of the preceding periods, have 
been attended with circumstances oi no ordinary- 
interest, and have opened fresh grounds of contro- 
versy on the long agitated topic of the regulation 
of the currency. 

We have seen in the interval which has just 
passed under review, that, during tlie greater part 
of it, while com had been rising and had ranged at 
prices which, allowing only for the difference of 
the charges of importation, were as high as the 
average prices of the five years from 1808 to 1813, 
most other descriptions of produce had been failing, 
and were at an extreme, and in some instances an 
unprecedented, degree of depression. We shall 
now have to see that while, in tiie three first years 
of the epoch which we are entering upon, the prices 
of wheat fell progressively, and experienced a de- 
gree of depression below any that is recorded within 
the last sixty years, the prices of most other de- 
scriptions of produce were rising. The variations 
in the markets for these different descriptions of 
produce in the two last years, namely, 1836 and 

VOL. If. Q 
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1 837, have been more irregular, but not less sus- 
ceptible of being accounted for on grounds distinct 
from the currency theory. The explanation, how- 
ever, will in each case be more conveniently and 
clearly afforded by a subdivision of tlie interval 
under examination into two periods, the one em- 
bracing the fall of the price of wheat from the 
close of 1832 to the close of 1835, and the coin- 
cident rise of the prices of other descriptions of 
produce ; and the other, and the closing period 
of the present sketch, will exhibit the variation of 
markets, connected, among other causes, with the 
recent derangement of credit in the commercial 
intercourse between this country and the United 
States of America. 



Section 1. — Fall of the Price of IVlieatfrom the 
Harvest of 1832 to the Close of 1835. 

We have had occasion, in the review of the last 
epoch, to observe, that the produce of the harvest 
of 1832 was found to be generally abundant, and 
that from the completion of that harvest till the 
close of the year there had been a considerable fall 
of the prices of corn. The prices of other de- 
scriptions of food had likewise fallen. This transi- 
tion from the comparatively high range of the 
prices which had prevailed durmg the preceding 
four years, to a state of relative cheapness of pro- 
visions, while it greatly improved the condition of 
the bulk of the community, gave rise, as usual on 
such occasions, to complaints of agricultural distress. 

In the speech from the throne, on the opening 
of the session of 1833, the distressed state of agri- 
culture formed one of the topics recommended to 
the consideration of parliament. A select committee 
of the House of Commons was in consequence ap- 
pointed to inquire into the state of agriculture. In 
the examinations by that committee a question to 
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the following effect was put to nearly all the wit- 
nesses, who, as occupiers, or surveyors, or land 
agents, were supposed to be competent judges: 
** Speaking of the district you are best acquainted 
with, should you say that the cultivation was sta- 
tionary, was improving, or going back, on a com- 
parison of the last ten or twenty years ? " The 
answers, with very few exceptions, were to the 
effect, that the cultivation of the inferior soils and 
heavy clay lands was in a state of progressive de- 
terioration ; and some of the witnesses stated, that 
the gross produce of such lands had undergone a 
diminution to the extent of from one fifth to one 
fourth. One or two instances indeed were men- 
tioned, in which the cultivation in certain parishes 
had been wholly abandoned. It was upon such 
evidence that the committee in their report stated 
as follows : — " The committee of 1821 assumed, 
what they believed to be then true, * that the 
annual produce of com, the growth of the United 
Kingdom, was, upon an average crop, about equal 
to the annual consumption.' Your committee, 
on the contrary, is satisfied, by the strongest con- 
current testimony from different parts of Great 
Britain, that the occupiers of the inferior soils, 
especially of heavy clay land, have of late expended 
less capital and labour in their cultivation. This 
neglect, arising from low profit, and prices inade- 
quate to the cost of production, combined with a 
series of wet seasons, peculiarly disadvantageous 
to land of this description, has caused a diminution 
in the gross amount of produce ; and the discon- 
tinuance of the use of artificial manures, together 
with a system of overcropping, has impaired the 
productive power of these inferior soils ; and in 
some cases, where the poor rate is heavy, their 
cultivation has been entirely abandoned.*' 

The above passage would lead to the inference, 
that the wet seasons were only accessaries, and that 

Q 2 
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there were more permanent causes in operation 
tending to diminish the annual produce. 

The committee, after quoting Mr. Jacob's evi- 
dence *, as a ground for the supposition that the 
stock of wheat on hand at the commencement of 
harvest was very low compared with what it had 
formerly been, proceed to observe, " On this 
branch of the subject, after the most full enquiry, 
and the most careful examination of the evidence, 
your committee have formed a decided opinion, 
that the stocks of home-grown wheat in the hands 
of the farmer and of the dealer, at the time of 
harvest, have gradually diminished ; that the pro- 
duce of Great Britain is, in the average of years, 
unequal to the consumption ; that the increased 
supply from Ireland does not cover the deficiency ; 
and that, in the present state of agriculture, the 
United Kingdom is, in years of ordinary produc- 
tion, partially dependent on the supply of wheat 
from foreign countries." 

How far these conclusions have been borne out 
^ by subsequent experience and evidence of facts, 
will be seen hereafter. There is one point, how- 
ever, which the whole tenor of the evidence be- 
fore the committee of 1833 tended to establish 
beyond doubt, and that is the improved condition 

* '< Do jou conceive, taking the dealers — from the g^eat dealers 
in seaport towns to the small dealers in market towns — there is 
a lessening in the stocks such persons hold ? " '< Certainly, of 
English wheat." ** Can you state in what proportion to the 
time the stocks were considered high ? " ** I did suppose at 
one time, when we had a harvest in 1816 which was so very 
deficient, we had then six months' consumption ('about six mil- 
lions of quarters) in the country. I do not thmk there has 
been a month's consumption in the country at the time of harvest 
since 1829." " Can you form any opinion of what was the cause 
of the reduced stock in the hands of the farmers ? " ** I sup- 
pose in some measure the reduction of capital ; they have been 
paying a great deal of rent out of their capital.' —Evidence 
of William Jacob, Esq., Report of Agrmuiwral Committee, 
1838, p. 6. 
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of the agricultural labourer ; the fact is thus no- 
ticed in the report : — ** Amidst the numerous diflB- 
culties to which the agriculture in this country is 
exposed, and amidst the distress which unhappily 
exists, it is a consolation to your committee to find 
that the general condition of the agricultural la- 
bourer in full employment is better now than at 
any former period ; his money wages giving him a 
greater command over the necessaries and conve- 
niences of life." 

There can be the less hesitation in assuming 
that this conclusion has been most completely esta- 
blished by that evidence, because it came out in 
defiance of the most persevering cross-examination 
of witnesses, whose habitual bias accorded with 
that of the examiners in favour of the theory that 
the condition of the agricultural labourer is im- 

E roved by high prices of com. And this admission 
y the committee is the more remarkable, inasmuch 
as the inference that would inevitably flow from it 
is essentially at variance with that passage already 
quoted of the report, wherein the committee state, 
that they are ** satisfied by the strongest concurrent 
testimony from different parts of Great Britain, 
that the occupiers of the inferior, especially of 
heavy clay, land, have of late expended less capital 
and labour in their cultivation.'* 

The promulgation by that report of opinions so 
confident, founded on information so extensive, 
and apparently upon testimony to be relied upon, 
of a deteriorated and diminished cultivation of the 
land, and of the insufiiciency of our own growth to 
supply the annual consumption, had the effect, 
combined with other circumstances, of arresting 
the fall, and, for a short time, of somewhat improv- 
ing the com markets in the spring and summer of 
1833. 

The winter of 1832-3 had been open and wet 
The spring, likewise, of 1833, with an interval of 

Q 3 
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about a fortnight of dry weather in March, was 
wet; more especially throughout the month of 
April, and until the first two or three days of May, 
1833, when it became fair, and so continued 
through the greater part of May and June. The 
proportion of brilliantly fine and hot days in those 
months was very unusual for this climate. The 
weather was so rorcing and parching as to stunt the 
growth of the spring corn, and to excite some 
apprehension for the wheats.* 

The latter half of June and the whole of July were 
attended with seasonable showers. But on every oc- 
casion of rain there was an impression of the danger 
of a wet season succeeding to the extreme drought ; 
and this impression, combined with reports^ at the 
approach of harvest, of thinness of the plant of 
wheat, combined, also, with the opinions promul- 
gated by the agricultural committee, had the 
effect of sustaining, and in some instances raising, 
the price of wheat ; while, as it was clear that the 
spring crops were deriving great benefit, with little 
comparative risk, from the rain, the prices of spring 
com fell. Thus, on the 26th of July, the average 
prices were — 

Wheat - - m ^ 

Barlev - - 25 11 

Oats" - - 19 2 

On the 15th of November, when the harvest 
had been secured, the prices were — 

* It may be worth here noticing that, on the 11th June of 
that year, there sprung up suddenly a westerly gale of wind, 
amounting for a few hours, in the middle of the day, to a hur- 
ricane, which had an extraordinary withering effect on all vege- 
tation that was directly exposed to it. The leaves of the trees, 
which had received the full force of the wind, looked literally 
scorched. The flag of the wheats, then coming into bloomy 
was discoloured by the blast, in the district to which it extended ; 
and it was apprehended by some persons that the grain must 
have sustained injury from that cause ; but the apprehension 
proved to be unfounded. 
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Wheat - - 51 4 

Barley - - 31 2 

Oats - - 19 9 

The wheat crops, although they were, from the 
dry and sometimes parching character of the sum- 
mer, rather thin on the ground, were found to 
yield well ; and the whole of them having been 
secured in good order, the markets became abun- 
dantly supplied, and prices continued to fall to the 
close of the year. 

The winter following, viz. 1833-4, proving to be, 
equally with the preceding winter, mild and open, 
so as to spare the consumption of dry food, spring 
corn fell more considerably than wheat. But 
thenceforward, barley and oats, and peas and 
beans, advanced, while wheat continued to decline. 
After a mild winter, rather wet, but with little or 
no snow, the spring of 1834, with the exception of 
the month of April, which was cold, proved to be 
forward ; and the months of May and June were, 
as in the former year, brilliantly fine for the greater 
part, accompanied by a high temperature. On 
the light and burning soils, the spring crops suf- 
fered again considerably from the dry weather. 
This was relieved in some degree, however, by the 
occasional showers which fell in the latter part of 
June and during the subsequent part of the season, 
so as to refresh and repair the spring crops, and to 
give bulk to the wheat, preserving, however, the 
character of a dry season. The weather for the 
harvest was generally fine, and, with the excep- 
tion of a district within about 20 or SO miles of 
London*, all the crops were secured in good 

* On the dOth July, 1834, there was in London, and in the 
direction from thence westward into Berkshire, a very heavy 
rain, with a still and close atmosphere, and a high temperature, 
the thermometer at 80. This description of weather, within the 
extent to which it reached, nan^ely, about thirty miles, and for 
the time during which it lasted, fortunately not very long, in- 

Q 4 
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order ; proying the harvest c^that year to have been, 
upon the whole, one of the most productive upon 
record. 

After the conclusion of the harvest of 18d4i, 
there not being a dissentient report* either as to 
the bulk on the ground, or the great yield of the 
wheat harvest, there being also still a good deal of 
the old stock on hand, the markets naturally declined 
thenceforward, and at the close of the year the 
average price was 40^. 6d. But spring com and 
pulse, though they had recovered greatly from the 
drought of the early part of the summer, main- 
tained a higher relative range, the average at the 
corresponding time being — 

«. d. 

for Barley - - 31 1 

OaU - - 22 

Beans - - 37 1 

Peai - - 41 9 

The winter of 1834-5 was as open, and as much 
marked by an absence of snow, as tlie three pre- 
ceding winters. There was a good deal of rain in 
March, but upon the whole, the spring of 1835 
was favourable, both to farming operations and to 
the progress of vegetation, but more especially of 
the wheat crops ; and the early summer, that is 
until the last week of June, was brilliantly fine. 
The spring crops had again suffered, though not in 
a severe degree, from want of rain ; but the wheats 
had mostly passed their blooming, and were of 
extraordinary bulk and luxuriance, and promised to 
equal, if not to surpass, the crop of 1834. But in 
the last few days oi June, there came on very heavy 
rains, accompanied by high winds, which laid the 
crops more extensively than perhaps was ever 



jured the condition of the wheat that came within its range 
very considerably, without however materially affecting the 
bulk, which was universally great 
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known to have occurred in the same space of time. 
Fortunately, after three or four days* duration, this 
inclement weather was succeeded by bright days 
and brisk breezes, which prevented further damage. 
But, from the great bulk and talness of the straw, 
very few of the fields so laid ever recovered their 
upright position, and the ears consequently ripening 
near the ground, did not fill so well as they other- 
wise would have done. It was from this cause 
chiefly, that the crop of 1835, although the bulk 
of straw was almost beyond precedent, and the 
weather, after the end of June, was the most pro- 
pitious possible for the ripening and securing gf 
tlie harvest, was decidedly inferior upon the whole 
in yield to that of the preceding year, at the same 
time little, if at all, short of an average. On this 
point, the greater part of the witnesses before the 
agricultural committee are agreed. Some few, 
indeed, state their crop of wheat in 1835 to have 
surpassed that of 1834 ; and this is not improbable, 
of such as escaped the efiects of the heavy rains 
at the end of June. The crops throughout the 
kingdom were secured in the best possible order, 
and fit for immediate use ; and coming thus early 
to market, they entailed a ruinous competition witn 
the old wheats, of which the stock was unusually 
large, and in respect of which the holders began to 
despair of benefit by keeping any longer. Under 
these circumstances the markets naturally declined ; 
and nothing can more clearly shew the strength of 
capital still remaining among the farmers* than that 
the pressure, and the consequent decline of prices, 
were not greater than they proved to be. 

* That much farming capital has been lost by the pertinacity 
with which in many instances rents, calculated upon long periods 
of dearth, were maintained aiter the return of abundance, and 
its necessary consequence, cheapness, cannot admit of any rea- 
sonable doubt. But the most gross exaggeration has prevailed 
in representing the farmers as being very generally in a greatly 
impoverished state. That many are so, where rents contmue to 
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The lowest point of depression was in the lasl 
week of December, 1835, and the first of January, 
1836, when the average price of wheat was 36s. 
for the imperial quarter, equal to 34^. lid. for the 
Winchester quarter. This great depression of the 
price of wheat gave rise to fresh complaints of agri- 
cultural distress, and select committees were appoint- 
ed, respectively by the Lords and Commons, early in 
the session of 1836, to enquire into the nature and 
causes of the alleged distress. The tenor of the in- 
formation elicited by these committees was little cal- 
culated to bear out the views of the persons who had 
ipoved for them. The consequence was, that no re- 
port could be agreed upon by either house ; and the 
evidence only was laid upon the table of each 
house, and eventually published. It seems, how- 
ever, that the chairman of the Commons* committee 
had prepared a report, which, not being palatable 
to the promoters of the ultra-agricultural claims, 
was negatived. The intended report subsequently 
appeared in the form of a letter from Mr. C. Shaw 
Lefevre to his constituents. It contains a very 
lucid and impartial exposition of the conclusions to 
be derived from the examinations by the committee. 
Mr. Hutt, late M. F. for Hull, has also published a 
compendium of the evidence, with a few judicious 
introductory observations. To these publications, 
such of my readers as may feel an interest in the 
subject, but may not have the courage to wade 
through the voluminous mass of evidence consti- 
tuting the reports, are referred for an epitome of 
the most unquestionable proofs, in refutation of 
the opinions promulgated by the agricultural com- 



be strained, may easily be supposed; but that they are generally 
so may fairly be doubted, seeing the state of improved and im- 
proving cultivation ; but more especially may it be questioned, 
upon the single fact of the very large stocks of wheat held over 
of the crop of 1834. 
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mittee of 1833, of the deteriorated cultivation of 
the land, and the consequent diminution of produce. 
The whole tenor of the evidence, indeed, not only 
negatives the decline, but establishes the improve- 
ment and extension of cultivation, and the increase 
of produce ; and it further proves, beyond dispute, 
the gratifying fact, that the condition of the agri- 
cultural labourer had been greatly improved, coin- 
cidently with the further fall in the prices of neces- 
saries, his money wages not having been reduced 
in the same proportion. 

The evidence, as to the deficiency of the produce 
of wheat, in the seasons of 1828, 1829, 1830, and 
1831, has already been stated ; and it is not only 
admitted by the partisans of depreciation, but there 
is, throughout the examination by the committees 
on agriculture, a disposition to exaggerate the defi- 
ciency, in order to bring out the conclusion that, 
while the scarcity arising from the seasons is suffi- 
cient to account for the comparative elevation of 
prices in those years, in spite of the continued de- 
pressing force of the currency, there has been no 
such abundance of the produce of wheat in the 
four succeeding seasons, as to account for the sub- 
sequent fall of prices, except in a small degree, 
otherwise than by a reference to the operations of 
PeePs bill. It was very well put in the Lords* 
committee on agriculture, in a question to one of 
the witnesses, who considered the fall of prices to 
be mainly caused by the currency : " Whenever 
there happens to be a rise, you look out for some 
justification in the state of the harvest ; and when- 
ever there is a fall, you look out for some justifica- 
tion in the state of the currency, abandoning any 
argument to be drawn from wet harvests, or the 
operation of the weather ? " * 

* See evidence of £• S. Cayley, Esq. M. P. before the Lords' 
committee on agriculture, 1836, p. 279L 
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The evidence contained in both the Lords' and 
Commons' committees on agricolture, in 1836, as 
to the hct that the four seasons ending in 1835 
were^ as a series, extraordinary in their produce of 
wheat, is so full, and given by fiumers, and survey- 
ors, and corn-dealers, who were all interested in 
obtaining accurate information, and most compe- 
tent to form a just conclusion, as to leave hardly 
the pretence for a doubt on the mind of any person 
who will be at the trouble of examining it. 

I will instance only the following as specimens, 
taken from among the most eminently practical df 
the witnesses, from different parts of the country: — 

Mr. John Ell man, Gljnde, near Lewes, Sussex, (one of the 
most eztensire, experienced, and iDteUigent fanners of the daj,) 
examined. ** Has there been a great increase in the produce 
of wheat in your neighbourhood in the last three years ? " 
** Upon the day bmds the produce has been most extraordinary." 
^ Is it owing to a greater quantity being sown with wheat, or 
owing to the increased fertility of the soil, in consequence of 
farourable seasons ?" ** Owing to the dry weather, which is 
always favourable to the growth of wheat in those particular 
soils." ** Has the wheat been of better quality than in previous 
years ? ** ** Much better.'' ** And consequently it would pro- 
duce a larger quantity of flower ? ** ** Yes." ** Do you think 
that the increased production of wheat, and the increased weight 
of the wheat from its better quality, would be sufficient to ac- 
count in any way for the low price of wheat at present ? " ** I 
think so, certainly.** ** Should you say there has been any de- 
crease in the consumption of wheat ? " ** I do not think that 
there has in our neighbourhood : on the contrary I think the 
consumption has increased.'* '* Do you consider the general 
increase of which you speak is equivalent to the great fall of 
price between 1833 and 1835 ? " << 1 have no doubt of it." 
** When you speak of the extraordinary crops, you speak of 
other people's land, not your own ? " " It does not apply so 
much to the light soils as to the clay soils in our county." 
** What do you consider to have been the increase in the average 
yield upon the clay soils in your county ? " *< I consider upon 
those clay soils twenty bushels an acre to be the average in 
general, and I think for the last year they averaged at least 
thirty." '* You consider there was an increase of ten bushels 
an acre?" ** At least that." 

Mr. John Ellis, Beaumont Lays, near Leicester, with re- 
ference to the crops of the three years ending 1835, said, << I 
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never knew three years together to abundant since I have been 
a farmer, and I have been a farmer twenty-five years." " Is it 
to the great productiveness of the crop that you mainly ascribe 
the low prices of wheat? " << It is to the great productiveness 
of the crop» and to the great increase of quantities sown the 
last three years.'* 

Mr. James Fison, Thetford, Norfolk, maltster, com and seed 
merchant, examined. *' Have the crops of wheat the last three 
years been greater than average crops ? " " Decidedly so. I 
am inclined to estimate the crops of wheat of the last three 
years at nearly equal to four average years, taking into consi- 
deration all circumstances in connection with the crop ; for in- 
stance, the great increase in the number of acres sown ; secondly, 
the great increase of the produce per acre ; and, thirdly, the 
superior quality of the gram. 

Mr. Robert Hope, at Fanton Barnes, near Haddington, occu- 
pier of 520 Scotch, or about 650 English acres. '* What has 
b^en the state of your crops the last three or four years ? " 
" We have had very good crops the last four years ? " " Good 
crops of wheat, or of every description ? " " Generally speak- 
ing, all the crops have been good ; but of the wheat every crop 
the last four years has been fully above an average crop." 
<< When did you take this farm ? " *< I succeeded my father. I 
have been there since I was very young ; since the year 1801." 
" Then you can say confidently that the crops of the last four 
years have been considerably more than the average of the pre- 
ceding years ? " ** Decidedly superior." *' Can you state what 
was the average of the three preceding years ? " " The last 
four years my wheat crop has averaged 607 quarters, exclusive 
of the seed; it is about 657 quarters of wheat, upon 145 Scotch 
acres, that is, upon 175 English acres." " What was the aver, 
age of the four years preceding ? " ** For the four years, 1828, 
1829, 1830, and 1831, my wheat averaged, upon the same quan- 
tity of land, about 385 quarters." " Has that very considerable 
increase beyond the average arisen from the favourable nature of 
the seasons, or from the improvement of the farm ? " " Chiefly 
from the favourable seasons ; the improvement has had its effect 
in a small degree, but chiefly from the favourable seasons for the 
growth of wheat." 

That, however, which, independent of the evi- 
dence as to seasons, may be considered quite 
decisive of the fact of superabundance of the 
produce of wheat, is the circumstance that, not 
only did the yield of it suflSce for the consumption 
of the country, without the aid of a foreign supply 
beyond the insignificant quantity which was entered 
for consumption, at a high duty, in 1832, but that 
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it left a very large, an unusually large surplus, at 
the harvest of 1836, Now, it has been a received 
opinion, sanctioned as we have seen by the report 
of the agricultural committee of 1833, that in aver- 
age seasons we did not grow enough for our own 
consumption ; and many persons acted upon that 
opinion, farmers as well as importers, who took for 
granted that two, or at the utmost three, and cer- 
tainly not four years could elapse, without the 
necessity of a foreign supply, which necessity could 
not be felt without raising the price above GO*. 
It required, therefore, according to the received 
computations, a series of more than average crops, 
to have carried us on to the harvest of 1836, without 
any surplus. But we had a large surplus, the 
proof of which is not only in the evidence before 
the agricultural committee of the House of Com- 
mons, which is not indeed precise or conclusive, 
but in the decisive fact, that the new wheat of the 
crop of 1836 having been in great part in damp 
condition, and unfit for use without a large admix- 
ture of old, the markets were largely supplied, 
those in the north almost wholly so, during some 
months after the harvest of 1836, by wheats of the 
three preceding harvests. And this great surplus 
remained, not after a consumption diminished, as 
has on some former and somewhat similar occa- 
sions been asserted, by a stagnant or declining state 
of trade, or by a general state of distress, but 
after a consumption which is acknowledged to have 
been upon a scale of extraordinary magnitude. 

The consumption of wheat in 1835 was not only 
on an increased scale for human food, in conse- 
quence of the more general employment, at full 
wages, of the population, more especially of the 
manufacturing population, and in consequence also 
of the comparatively high price of potatoes, and of 
oatmeal, and barley meal, and of animal food ; but 
it was likewise greatly increased, by having served 
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for cattle feeding and pig feeding, and for malting 
and distilling. All this enormous extra consump- 
tion told so little in abatement of the excess of 
supply, that the pressure on the markets, and the 
fall of prices, were not arrested till grounds of doubt 
arose, not as to the magnitude of the existing stock, 
but as to the prospects of the ensuing season. The 
extra consumption of wheat, so notorious in 1834 
and 1835, was in part occasioned by some degree 
of deficiency of the crops of barley and oats, and 
beans and peas ; and among the amusing exhibi- 
tions of reasoning in the examinations by the 
agricultural committees, not the least so is the 
constant attempt to shew that the relatively high 
prices of barley and oats were the effects of defi- 
ciency of produce, and not of sufficiency of cur- 
rency, while the low price of wheat was not the 
effect of a more than sufficient produce, but of a less 
than sufficient currency. No doubt the spring 
crops were more or less deficient ; and if it had not 
been for the superabundance of wheat, which was 
so largely substituted in consumption for them, the 
prices of spring corn would have been still higher. 
As, on the other hand, had it not been for the 
deficiency of the spring crops, the price of wheat, 
low as it was, would have been still lower. It is, 
moreover, to be observed, that the casual deficiency, 
and relatively high price of spring corn, not only 
increased the consumption of wheat, and so far 
improved the value of it, but it had the effect of 
inducing, at the close of 1835, a diminished sowing 
of wheat to be substituted by an extended breadth 
allotted to barley and oats, the impression of which 
diminished sowing of wheat was the first occasion 
of the tendency to an advance of price at the com- 
mencement of 1836. 

Of the great fall in the price of wheat, it has 
thus been seen how fully the whole is accounted 
for by the excess of supply, relatively to a greatly 



S40 PRICES AND CIRCULATION, 

increased consumption ; while there exists a com- 
plete negative of the perfectly gratuitous hypothe- 
sis of an action of the currency, in causing that 
depression, or any part of it. For, as to the 
amount of the circulation, the Bank issues under- 
went hardly any perceptible alteration between the 
close of 1831 and that of 1835, while the circula- 
tion of the joint-stock banks was greatly increased, 
coincidently with the continued fall in the price of 
wheat, of nearly 20^. the quarter, from the close of 
December, 1832, till February, 1836; and it will 
be seen, that coincidently with the great fall which 
has here been noticed in the price of wheat, to the 
close of 1835, there had been a great and progressive 
extension of trade and manufactures, and a rise 
in the price of several descriptions of produce, of 
which the consumption had outrun the supply, 
large as that had been. 



Section 2. — State of Trade and Manufactures^ 
and Prices of CommodiiieSy from the Commence- 
ment of 1833 to tlie Close of 1835. 

In the closing remarks on the state of markets 
and prices (exclusive of those of com), at the ter- 
mination of the last epoch, occasion was taken to 
observe, that after a period of some continuance of 
declining prices, the final subsidence was usually 
the precursor of a sound and healthy, and generally 
progressive, state of improvement. This remark is 
exemplified in a striking manner, by a view of the 
state of things at the commencement of the 
period now under consideration. The^ means of 
exhibiting this view in the clearest and fullest light, 
is afforded by the unwearied efforts of the partisans 
of the currency doctrine, to bring before the public 
what they conceive to be the proofs and illustra- 
tions of their theory. 
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A committee of the House of Commons had 
been, as we have ' already had occasion to ob- 
serve, appointed early in the session of 1833, to 
enquire into the causes, with a view to the remedy, 
of the alleged agricultural distress. And as the 
allegations of distress and the claims for a remedy, 
were founded on the circumstance of a consider- 
able fall of the prices of corn within only the 
preceding six months, after a comparatively high 
range during the preceding four years, a prima 
facie case clearly existed in a still greater degree 
for the allegation of distress among the trading, 
manufacturing, and mining and shipping interests, 
and for the consequent claims of those interests 
to the attention and assistance of parliament. In 
all these great branches of industry, the fall of 
prices had been much greater, and of much longer 
continuance ; indeed, in most of them, the fall 
had been in full progress while the prices of 
com had been rising ; and there were necessarily 
individual cases of great loss, and consequent dis- 
tress, among some of the producers and holders of 
the articles which had experienced so great a fall. 
There was, therefore, an unanswerable argument, 
furnished by the concession of a committee to con- 
sider of agricultural distress, for the appointment 
also of a committee to enquire into tne state of 
manufactures, commerce, and shipping ; and a se- 
lect committee was accordingly appointed for that 
purpose, on the Sd May, 1833. 

Now, what was the tenour of the information 
resulting from the examinations of this committee ? 
Instead of general distress in the trading com- 
munity, bordering on- universal insolvency, which 
might be inferre'd from the statements of the 
movers for the committee in the House of Com- 
mons, it came out, on evidence the most unques- 
tionable, that the trade and manufactures oi the 
country were in a remarkably sound and healthy 
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State ; that they were carried on with adequate 
capital and reasonable returns ; and that there was 
a general confidence in the prospect of improving 
markets for all the great staple articles, both of 
export and import. 

The first witness examined by the committee, 
14th May, 1833, was Mr. Samuel Gumey, who, 
from his very extensive connections and dealings 
in money, both in London and some of the great 
provincial towns, has means beyond those of almost 
any other individual of judging of the general state 
of commerce and manufactures, while his intelli- 
gence and clear good sense, and absence of any 
peculiar bias, qualify him in a peculiar manner for 
forming just conclusions from the extensive range 
of information which his business daily places be- 
fore him. The following are a few extracts of his 
evidence : — 

<< Will you have the goodness to state to the committee what, 
from your observation, you consider to be the condition of the 
trading interests ? *' 

*< From what appears at this time, I think the trading interest 
is in a sound state, and moderately prosperous in most direc- 
tions." 

• ** Do you speak of their present condition, as compared with 
former periods ? ** 

** Yes, I speak of their present condition, as compared with 
previous periods ; we have had times of equal, if not greater 
prosperity, certainly." 

• *< What test would you take as a fair evidence of the prosperity 
of which you speak ? " ■• 

" Remarkably few failures ; a very great number of bills of 
exchange^ rather small in their character, yet the aggregate 
well kept up, coupled at the same time with great supplies of 
nioney from almost every part of the kingdom. I should add, as 
another feature, the great regularity with which such bills are 
paid." 

« Do you think the last twelvemonth, as compared with any 
twelvemonth not affected by peculiar circumstances, is rather 
more than one of ordinary prosperity ? *' 

** I consider it may truly be termed one of wholesome pros- 
perity." 

<< Should you say that the particular feature, at the present 
moment, is a disinclination to invest capital; or a tendency to- 
wards speculation ? " 
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<< Mj own apprehension is, that there is a willingness to enter 
into commercial and trading transactions, and that the tendency 
of our present state is rather towards excitement, and a gradual 
advance of price, which will ultimately tend to a reverse to a 
certain degree." 

" Is there, then, a good prospect of return for capital^ if em« 
barked in trade ? " 

** I think that capital, generally speaking, does make a fair 
return." 

<< Have you observed, with respect to the present time, that 
the disposition of capital is to seek permanent investment, as 
much as in former times ; or rather temporary investment, and 
for short periods ? " 

*< I think there is a vast deal of money for permanent invest- 
ment, as well as for temporary investment." 

** Is there not less tendency, now, to borrow, and a greater 
tendency to lend, wherever good security can be obtained, than 
formerly ? " 

<* There is : I remember the time when the procuring money, 
upon excellent mortgages, was very difficult, even at 5 per cent. 
It is now difficult to get money well invested on mortgage at 
even 4* per cent. I remember the time when it was extremely 
difficult to get capital to carry on any business, whether manu- 
facturing or commercial ; but at this time there is no difficulty, 
provided that the parties that require it have a good concern, 
that renders such advance prudent." 

" You confine those observations to the loan of money, and 
you do not apply them to the purchasing power of money ; that 
is to say, to the use of money only, and not to the ownership of 
money as principal ? " 

<' I speak of the comparative facility at the present day, as 
compared with former periods, in procuring capital for perma- 
nent investment either in trade or mortgage." 

" Are you of opinion that, as matter of interest, money is 
now cheaper than formerly ? " 

" It is.*' 

" You are aware that the ownership or purchase of money is 
one thing, and the loan or use of money is another ? " 

" I am aware of it. * 

" Would it not therefore follow, that if there were a state of 
low prices which render trade very precarious in its profits, that 
state of things must have a tendency to determine a great pro- 
portion of the general money of the country into the interest 
market ? " 

" When trade and commercial transactions are very precari- 
ous, such is the tendency ; but it is the cause * of the abun- 



* There is in this part of the sentence an obvious inaccuracy 
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dance of money which exists in the present day. There is a 
reduction of profit, but also a reduction of risk ; such reduction 
of profit, in my opinion, arises from the great mass of individuals 
possessing trading intelligence and moderate capitals ; it is in 
my judgment the result of our health and general well-doing, 
rather than the contrary." 

After a great deal more of valuable evidence 
tending to the same effect, the following is the con- 
cluding part of his examination : — 

" Of course you know the Royal Exchange, and many of the 
merchants who assemble there ? " 

'' I know most of the merchants in the city of London.'' 

" Do you think that there are as great a number of mer- 
chants there in the habit of meeting daily as during the war ? " 

" I think there are." 

" Do you think they possess upon the average as much wealth 
as they did during the war ? " 

'< IViy opinion is, that they possess more. I think we have 
rather a greater number of merchants, and possessed of more 
property : I cannot apply it to individual cases, but taking the 
aggregate, I think there is more property.'* 

** Do you think there are a smaller number of very wealthy 
merchants ? " 

" I think there are perhaps a smaller number of very wealthy 
merchants than there were during the war. I think the effect of 
the war was to create a. few merchants of very great wealth." • 

in the printing of what must have been the tenour of the an- 
swer. The question involved the supposition that it was wholly 
owing to the precariousness of trade, that is, the great risks 
attending it, which occasioned the low interest of money. Mr. 
Gumey's answer clearly imports, that although such might he 
the effect of precariousness of trade, it was the abundance of 
money, and the smallness of the risk, which, in the actual state 
of things, caused the low rate of interest. 

* This part of the examination of Mr. Gumey has a reference 
apparently to the following passage of the speech of Mr. M. 
Attwood, on his moving for the appointment of a committee to 
inquire into the distressed state of the commerce, and manu- 
factures, and shipping of the country : — '< It has been said, that 
a correct notion of the state of the mercantile interest of Eng- 
land may be obtained by observing the number and character 
of the merchants who assemble on the Royal Exchange of 
London. Now, I affirm, in the presence of persons connected 
with the mercantile interest, that there is not one third of tlie 
opulence to be found amongst the merchants assembling on that 
great mart of commerce which was to be seen there fifteen years 
ago. If this fact be not denied — and I do not expect that it 
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The next witness examined was Mr. Lewis 
Lloyd, the eminent banker (and head of the firm 
of Jones, Lloyd, and Co.)* whose great experience 
and intelligence, and whose extensive connections 
with the commercial interests of the metropolis, 
and with the manufacturing interests of Lancashire, 
and other parts of the country, enable him to de- 
rive his conclusions from a very wide range of ob- 
servation, and entitle him to be considered as of 
the highest authority on the points in question. The 
following are a few extracts from his evidence : — 

" Are you a banker in London ? " 

" I am." 

** You are at the same time a banker at Manchester ? ** 

" I am." 

** From the extensive nature of your business, you are ac- 
quainted with the general condition of trade in the metropolis, 
and in that great manufacturing district.** 

** I am not a manufacturer nor a merchant. I am a mere 
dealer in money, and I only judge from the receipts and pay- 
ments that come under my observation ; those are certainly to 
a considerable extent, and give me some insight into the state 
of trade generally." 

^< Will you state to the committee, from the observations 
you have been enabled to make, what you consider to be the 
present condition of trade, as compared with former periods ; 
whether you consider it at present in a sound or in an unhealthy 
state ? " 

'' I never knew it at any former period in so sound and healthy 
a state as it is at present. ' 

<' Will you state to the committee what you consider as the 
evidence of that state ? " 

'' There is an absence of speculation ; there is a regular de- 
mand fully adequate to the supply ; there is no accumulation of 
stocks on hand, and yet no forced means are resorted to for the 
purpose of disposing of those stocks ; and I think that the bills 
of exchange in circulation are upon sound transactions of busi- 
ness, and of a more healthy character than I ever knew before." 



will be — let me ask why we are to wait a little longer for the 
return of prosperity. The mercantile interest has waited, year 
after year, in expectation that the House would adopt measures 
to remedy the distress which has diminished their wealth by 
two thirds." April, 1832. {Parliamenlary Mirror^ p. 1360.) 
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« Have you any reason to believe that there is any want of 
accommodation to be found by those parties who wish to engage 
in any trade, upon good security ?*' 

** None whatever ; money is so abundant, that the only diffi- 
culty is in finding employment for it. No man with a good 
security in his hand can be at a loss to get money now ; in fact, 
we are glad to get applications for money upon any thing like a 
reasonable security. ' 

** Do you consider that the applications that are made to you 
are generally based upon more sound transactions than for- 
merly ? " 

** X es ; prices are moderate ; but the risk is reduced to very 
little ; pronts are small, but risks are proportionably small ; and 
I think trade is also in an unusually sound and healthy state." 

And, after a great deal of intermediate evidence, 
instructive by the clear statement of interesting 
facts and opinions elicited from the witness, and 
amusing by the evident degree in which his an- 
swers disconcerted the theories of some of the 
Questioners, the examination concludes with the 
following questions and answers : — 

^ Do you think the general capital of the country measured 
in money has increased since the war ? " 

^ Yes." 

« Do you think that the manufacturers and merchants of this 
country can now sell their goods for as much money as they 
could during the war ? " 

** I believe if they were weighed at this moment, that they 
are now richer than they were during the war.'* 

** Do you think that it is owing to their increase in number, 
or that they are individually richer than they were during the 
war?" 

*< I am speaking of them collectively as the mass of trading 
interest of the country." 

<* Do you think that in the cotton trade the command of 
money possessed by the persons engaged in it is as great as it 
was ten years ago ? " 

** It is greater." 

** You were asked whether, being a banker, you were as well 
able to judge of the condition of the manufacturers of Lanca- 
shire, as those manufacturers themselves: although a manu- 
facturer is more conversant with the state of his own business, 
is not a banker more likely than any manufacturer to draw a 
just conclusion as to the general state of the commerce of the 
district with which he is connected ? " 

** The produce of the trade generally finds its way into the 
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hands of the bankersi and they have the means of judging of 
the state of trade in that way ; all the means I have had from 
that way lead me to the conclusion that the trade of the country 
is in a sound and prosperous state." 

<< And your observation extends over the receipts and pay- 
ments of a large niunber of manufacturers of different kinds r' 

" It does." 

" When you spoke of the increase of the capital of the 
country, you did not refer to the circulating medium only, but 
to all kinds of property, such as warehouses, buildings, mer- 
chandise, and all descriptions of property ? " 

<< All descriptions of property put together." 

Mr. James Cook, of the house of Trueman and 
Cook, whose transactions as brokers in the sale and 
purchase of colonial and other produce,* for account 
of parties both in London and in the great provin- 
cial towns, are more extensive, I believe, than those 
of any other firm in the kingdom, gave in the 
course of his examination some very important 
details, illustrative of his statements of the great 
activity and general tendency to improvement of 
the various branches of trade and manufactures 
with which he was practically conversant. 

Mr. Joshua Bates, of the house of Baring, Bro- 
thers, and Co., Mr. Larpent, Mr. Gabriel Shaw, 
Mr. Kirkman Finlay, besides numerous other wit- 
nesses, eminent in their respective lines of business, 
who were examined by that committee, concurred 
in bearing testimony, illustrated by striking facts, 
to the generally sound, healthy, active, and im- 
proving state of trade and manufactures in the 
spring of 1833. 

Against this mass of evidence, proving irresistibly 
the very reverse of the case upon the hypothesis 
of which the committee had been appointed, the 
chief witnesses who gave evidence in support of 
the allegations of distress were persons in the iron 
and in the brass foundry trade, and in some parti- 
cular branches of manufacture, and in the shipping 
trade. Of the iron trade we have had occasion to 
observe, that the depression was extreme at the 
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dote of 1882, and it msjr ratSSij be admitted that 
the mterests ei^iged in that basiness must have 
been suffering from the fill of ]mces. But as the 
fill had been cleaiij the effect of a su[^1t outnm- 
ning an increasing demand, the legitimate remedj 
had been applied of a reduction of the supply, 
and the prices were consequently advancing, and 
the distress disappearing in the spring of 1833. 
Of the few other witnesses in particular branches 
of manuficture, the evidence was chiefly of the 
inadequateness of the returns in their own business, 
but am>rding no presumption of means of observa- 
tion of the^genend state of even their own pecu- 
liar branch of industry . 

As to the shipowners, their evidence went to 
throw overboard the currency theory, referring the 
whole of their allied depression to the reciprocity 
acts. But the further and continued extension 
of British shipping, proves incontestibly that the 
statemtots purporting to show that the business of 
shipowning had constantly since the war been car- 
ried on at a loss, must have been, as indeed there 
would be no difficulty of showing, were it not that 
it would lead beyond the limits of the present dis- 
cussion, that they were and are, perfectly fillacious. 

And while the trade and manufictures of the 
country were thus shown to have been in a sound 
and prosperous state, the condition of the working 
population was manifestly improved, compared with 
any former period, that of 1821 and 1822 perhaps 
excepted. It has already been seen, by the ad- 
mission of the agricultural report of 1833, that the 
condition of the labourers in husbandry was better 
than in the period of high prices. And the evi- 
dence supplied both by the Report on Commerce 
and Manufactures, already quoted, and by the ex- 
tensive information on the state of the manufictur- 
ing population, contained in the reports of the 
Factory Commissioners, prove beyond question 
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that, with the exception, important indeed and la- 
mentable, of the hand-loom weavers, the working 
classes were generally employed at wages which had 
experienced little reduction, and in some instances 
none, from the period of comparative dearth, so 
that by the great fall of prices they were enabled 
to command a much larger proportion of food and 
other necessaries. 

Among other proofs to the same effect, is the 
following statement, which was given in to the com- 
mittee : — ^ 

<< Particulars of Fine Cotton Spinners' Wages at different 
Periods, spinning No. 180. and No. 200. — (From the 
Wages-Book of Thomas Houldsworth, Manchester.) 



Teaxa. 


Work turned off* 

by one Spinner 

per Week. 


Wagei per Week. 


Hours of 
Work 

\^k. 


Prices flrom 
Greenwich Ho^iU 
tal Records. 


Quantities which 
a Week*s Net 
Earnings would 
purchase. 


Ra 


Noi. 


Groat. 


Piecen. 


Net. 


Flour 
per Sack. 


Flesh 
per fiy. 


n«. of 
Flour. 


lbs.oC 
Flesh. 








<. d 


s. d. s. d. 




«. d. 


d. d. 






1804 


12 


180 


60 


27 6 


32 6 


74 


83 


6 to7 


117 


62i 


n 


9 


200 


67 6 


31 


36 6 


74 


83 


6to7 


124 


73 


1814 


18 


180 


72 


27 6 


44 6 


74 


70 6. 


8 


175 


67 


*> 


13} 


200 


90 


30 


60 


74 


70 6 


8 


239 


90 


1833 


22| 


180 


54 8 


21 


33 8 


69 


45 


• 6 


210 


67 


n 


19 


200 


65 3 


22 6 


42 9 


69 


45 


6 


267 


85 



<< The sack of flour is taken at 280 lbs. 
** The above is an average of several men's work at different 
periods." 

The reasons for dwelling on the evidence of a 
sound and healthful state of trade and manufactures, 
and upon the improved condition of the working 
classes at the commencement of 1833, are, 

In the first place, to shew the distortion of view 
by which alone, under the influence of the currency 
doctrine, it was possible that the state of things, as 
it actually existed, could have been so perverted 
into the supposition of the very opposite of that 
state, as to have given rise to representations of the 
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prevalence of manufacturing and commercial dis- 
tress ; representations so eloquently urged as to 
have induced the Legislature to appoint a commit- 
tee to inquire ' into the alleged distressed state of 
commerce and manufactures, and shipping. The 
result of the evidence brought before the commit- 
tee was such, that if a report had been made, it 
must have been in the direct negative of the alle- 
gations to inquire into which the committee had 
been appointed. But the party in the committee 
adverse to such a conclusion, had influence enough 
to prevent the promulgation of it, and accordingly 
no report beyond that of conveying the evidence 
to the House was made. 

The reason, in the next place, for dwelling on 
this evidence is, to direct attention to the simi- 
larity, in several points of view, of the state of trade 
and manufactures, at the close of 1832 and the 
commencement of 1833, with that which existed 
at the close of 1822 and the commencement of 
1823. There was the same complaint of the great 
fell and low range of prices in 1822 and the early 

{)art of 1 823. There had been the same eflTect of 
ow prices in greatly extending the consumption, 
insomuch that the stocks of goods on hand were 
experiencing a progressive reduction. In the early 
part of 1833, there was, as there had been in the 
spring of 1823, a speculative advance in the prices 
of colonial produce, which advance not having 
been responded to by the state of markets abroad, 
was not maintained. That partial rise of prices 
had, in each case, the effect of restoring the balance 
of supply, and was followed by a further interval 
of low prices ; the consequence of which was, that 
the consumption again was extended, so as to pro- 
duce a still more marked reduction of stocks in the 
course of the two following years. It is not to be 
supposed that the process was strictly analogous at 
the two periods. All that is to be observed is, that 
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there was some resemblance of the general circum- 
stances of manufactures and commerce, each of 
the great leading articles being of course more 
under the influence of its own peculiarities. It is 
only however as regards trade and manufactures, 
that the resemblance holds at all. In the prices of 
provisions the difference between the two periods 
IS great and striking. 

With the exception of the speculative rise of 
colonial produce in the spring and summer of 1833, 
there was no very marked feature of general ex- 
citement or depression, in the markets for goods, 
through the remainder of that and of the following 
year. The main feature of those years was, that 
while the prices of provisions were falling, in con- 
sequence of the abundance of the harvest outrun- 
ning the utmost increase, great as that was, of the 
consumption, such was the extension of the demand 
for the great staple articles of manu&cture both 
for the home and foreign trade, that large beyond 
precedent as had been the importations of cotton, 
silk, flax, and wool, the stocks of these raw ma- 
terials in the hands of the dealers and manufac- 
turers, instead of accumulating, were undergoing a 
progressive reduction. 

Among the greater number of the manufacturers, 
the orders on hand exceeded what could be exe- 
cuted within the time prescribed. New mills were 
in the course of being constructed, but could not 
come into operation fast enough to meet the great 
and increasing demand for wrought goods. 

And while this great activity was observable in 
the manufacturing districts, there arose a very brisk 
demand for the products of the mines. The greatest 
advance of price was in the article of Lead. Copper 
and Tin likewise experienced a considerable im- 
provement. But the advance in Iron was the most 
important, as embracing the largest amount of 
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capital, and giving next to coals the greatest em- 
ployment to labour. 

]3Ut although the prices of raw materials, includ- 
ing the metals, experienced more or less of im- 
provement in that interval, there was no such 
excitement in the markets for goods as entailed any- 
thing like an apparent wildness of speculation. 
The advance of prices was, in hardly any instance 
that can be pointed out, greater than was fully- 
warranted, on fair mercantile grounds of reasoning, 
by the reduction of stock. Nor were goods to 
any extent held speculatively. The immense ar- 
rivals, for instance, of Cotton, were sold and de- 
livered to the manufactulrers as fast as -they came 
to hand. Such likewise was the case with SUk, and 
most other of the raw materials. 

This state of things led naturally to the inference 
that the causes of the extension of demand were 
in such progressively increasing operation, that the 
ordinary sources of production, at the existing cost, 
would be inadequate to keep up the required 
supply. The lamentations about over-production, 
which had prevailed in the epoch last under no- 
tice, had now been replaced by apprehensions of 
insufficient production. Accordingly there was a 
general feeling of confidence in an eventual higher 
range of prices than had recently prevailed ; and 
engagements were entered into for extended im- 
portations, whether by orders for purchases abroad, 
or by advances on consignments. The arrange- 
ments with this view were in either case attended 
with the lodging of credits to an unusual amount. 
And not only were credits to an unusual amount 
granted to shippers hither, as well as to importers 
from hence, but they were also granted to several 
of the banking establishments abroad, in consi- 
deration of the commissions to be charged. The 
funds for those enlarged credits were in part sup- 
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plied by outward shipments, and the increased de* 
mand hence arising contributed to the activity 
which was observable in all the principal branches 
of manufecture. But of those increased exports, a 
large proportion appears to have been on credit 
given by the shippers from this country to the im- 
porters abroad, and to those chiefly in the United 
States of America. 

The principal houses engaged in those enlarged 
operations were known to be possessed of great 
wealth, iind were supposed to have resources for 
the utmost business that they could be induced to 
undertake. This persuasion, on the part of the 
pubUc, combined with the great facilities of the 
money market, afforded the most unbounded means^ 
while the prospect of the markets for goods held 
out every inducement^ for granting credits to any 
extent that might be claimed by parties abroad, 
who were considered by the agents of the houses 
in question as in any way entitled to confidence. 
The ulterior results of the great enlargement of 
the credits granted from this country will be 
noticed when we come to the consideration of 
the state of things in the two following years, 
namely, 1836 and 1837, when those results were 
developed. 

In the mean time, with the exception of the 
partial unsoundness (which was afterwards dis- 
covered) connected with the undue enlargement 
of credit in some particular branches, the trade 
of the country may be considered to have been in 
a healthy and progressively prosperous state down 
to the close of 1835. 

At the same time, the manufacturing and mining 
interests were experiencing a degree and extent of 
prosperity perfectly unparalleled. In the cotton, 
and silk, and woollen manufactories, and in the 
iron and other founderies, while the prices of the 
raw materials were abundantly supplied at only 
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a moderate rise of prices, the demand for wrought 
goods was such, that instead of working specula- 
tively, a large proportion of the manufacturers had 
orders on hand to the utmost extent of their ex- 
isting powers of machinery to supply ; and it was 
said that, in many instances, orders were declined, 
unless much more than the usual time were al- 
lowed for the execution of them. 

The mining interests, which had been excessively 
depressed in the epoch last under notice, by a 
great reduction of the prices of the metals, in con- 
sequence of the supply outrunning an increasing 
demand, were, in the interval now under consider- 
ation, deriving the benefit of the opposite state. 
Those of the metals, which had before been most 
depressed, were now experiencing the most decided 
improvement, namely, lead and iron. Of the for- 
mer, the supply had fallen off* by the diminished 
produce from the Spanish mines, while the general 
demand for the article was increasing. There are 
no accurate statistical accounts of the production 
of iron, but, according to general statements, and 
the evidence before the committee on manufactures 
and commerce in 1833, there is reason to suppose 
that there had been a considerable number of fur- 
naces put out of blast between 1828 and 1833* ; 
and while the supply had thus been diminished, 
the consumption was increased, more especially by 
the extension of railway undertakings which were 
then in progress in America, as well as in this 
country. There was, in consequence, a steady 
demand, at gradually improving prices, coincidently 
with an increasing supply by the restoration of the 
furnaces that had been put out of blast, and by the 
erection of new ones, with the application of 
improved machinery. The increase of supply was, 

♦ See evidence of Samuel Walker, Esq., page 574. of the 
Report of the Committee on Manufactures, Commeree, and 
Skipping, in 1833. 
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however, insufficient to meet the great increase of 
demand ; and the price, which had improved verv 
slowly till nearly the close of 1835, thenceforward, 
and for many months after, experienced a very 
considerable further advance. 

The extraordinary activity which prevailed in 
the manu&cturing and mining districts, was ne- 
cessarily accompanied by a very extensive and 
general employment of the working population 
at full wages. At the same time, the exten- 
sive works upon the lines of the great railways 
which were in progress, served to employ con- 
siderable numbers of agricultural labourers, and 
the earnings, even in money, by the operative 
classes, were, in some instances, greater than in 
the periods of the highest prices of provisions. 
But, while the working classes were thus exten- 
sively employed at full wages, the prices of food 
and other necessaries had been progressively falling, 
and were, at the close of 1835, lower than they 
had been since the middle of last century. The 
increased means of expenditure, thus enjoyed by 
the bulk of the population, were shown in the 
progressive increase of the revenue. 

AH the indications here enumerated, of the ex- 
tension of trade, and of the prosperous state of the 
manufacturing and mining interests, and of the 
general employment of the working population at 
ftiU wages, were more signally displayed during 
tlie spring of 1836. But the reasons for stopping 
to consider the state of things at the close of 1 835, 
are the following : — 

1. Down to this time, the trade of the country, 
although in progress of considerable extension, 
exhibited no signs of undue excitement *, and prices 
of commodities, although in many instances at 
advanced rates, were not in any striking instance 
under the influence of speculation. Nothing, 
therefore, thus far, could lead to the inference of 
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an undue enlargement of the circulation^ as ope- 
rating on the state of trade or of prices. 

2. The extension of trade, the general but not 
speculative improvement of the prices of com- 
modities, the undoubted and substantial prosperity 
of the manufacturing and mining interests, the 
general employment of the working classes at full 
wages, and the increase of the revenue, accom- 
panied a great fall of the prices of provisions, but 
more especially of the price of wheat, which was 
lower at the close of 1835 than it had been in the 
last seventy years ; thus furnishing a fresh and 
decisive negative of the often repeated, but per- 
fectly unfounded assertion, put forth by parties in- 
terested in the com monopoly, that high prices of 
agricultural produce tend to increased demand for 
other productions, and to extended employment 
and higher wages to the working population. 

3. The increased consumption of food, resulting 
from the general employment of the working popu- 
lation at full wages, had no sensible influence in 
arresting the fall of the prices of com, and much 
less any effect in raising them, which it ought to 
have done, according to the theory whereby the 
variations of the prices of com are accounted for 
by the more or less employment, and consequent 
consumption, of the labouring classes. 

Before proceeding to consider the state of prices, 
and the circumstances connected with them, as they 
occurred in the two next and the closing years of 
the series to which this historical sketch has been 
devoted, it may be requisite to observe, that in the 
interval from 1833 to the close of 18S5, there was 
a considerable extension of the system of joint- 
stock banking. Some, too, of the most consider- 
able of the railway undertakings had come into 
operation, and were exciting general attention, and 
some degree of speculation. The only instance, 
however, of violent excitement, in the three years 
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which have here passed under consideration, was in 
the foreign stock exchange, where, in the spring 
and summer of 1835, the market for Spanish bonds 
underwent extraordinary fluctuations, and caused 
ruinous Ibsses to many individuals. 



Section 3. — Prices of Agricultural Produce in 

1836 and 1837- 

The lowest point of depression of the markets 
for wheat throughout the country had occurred in 
the last week of December, 1835, and in the first 
week of January, 1836, when the average price was 
36^. for the imperial quarter, equal to 34^. lid. for 
the Winchester quarter ; of barley, the average 
price for the imperial quarter was ^s. lOd.^ and 
of oats, l%s. 8fl?.* From this extreme depression 
there occurred soon afterwards a manifest improve- 
ment. 

The wheat crop of 1835 was generally admitted 
to have been inferior in produce as well as in quality 
to the crops of the three preceding years. The 
extra consumption, from the application of wheat 
to malting and distilling, and to cattle-feeding and 
pig-feeding, was supposed to have materially re- 
duced the large surplus from former years. It ap- 
peared moreover, by the concurrent testimony of 
nearly all the witnesses who were examined by the 
parliamentary committees on agriculture in 1836, 
that much less wheat had been sown in the autumn 
of 1835, than in the immediately preceding years. 
The greater part of the witnesses stated the short 
sowing to be to the extent of from one fifth to one 
fourth. It was likewise stated by the most exten- 
sive of the occupiers of land, and the most emi- 
nently practical, that the appearances of the growing 

* The meat markets had been at their lowest at the close of 
1834, when the Quotations at Smithfield were 28. Sd. to Si. 6(L 
per stone for both beef and mutton. 
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ctoips were extremely unfavourable. Opinions to 
the same effect were prevalent in Mark Lane, and 
in the corn trade generally. And it was clear from 
the falling off of supplies, compared with the former 
season, that the mrmers generally participated in 
these opinions. 

Under the influence of such opinions, whether 
well or ill-founded, promulgated by such authori- 
ties, a rise of prices was inevitable, and they ad- 
vanced accordingly, with the aid of dry and very 
severely cold weather in the progress of the spring, 
to an average of 50s. 4rf. for the imperial quarter 
of wheat, in May, and to 51*. Id. in the first week 
of June. But seasonable rains came on in the 
early part of June, and the weather from that time 
till the harvest was favourable to the growing 
crops ; and, as the harvest approached, it became 
manifest that they had not sustained any essential 
injury. The markets therefore declined ; and as 
the harvest-time in the home counties was favour- 
able, so that the wheats were mostly secured by 
the third week in August, in fair condition, and 
reported favourably of as to yield, prices gave way, 
and ranged at about 47*. to 48*. for some weeks. 
But the further fall, which seemed otherwise in- 
evitable, was arrested by the very unfavourable ac- 
counts of the weather, and of the state of the crops, 
in the northern division of the island. 

The weather, which had been rather unsettled 
through July, in this part of the country, had been 
very wet and cold in the north of England and in 
Scotland ; and the first three weeks of August, which 
in the southern counties had been almost uninter- 
ruptedly dry, though cold, had, in the northern 
counties, been attended with heavy rains. These con- 
tinued to prevail there, with a very imgenial tempera- 
ture, and occasionally a change to snow, till the close 
pf the year. The crops, which were all exposed to 
that inclement weather, were remarkably backward; 
some never ripened at all, and none, or next to 
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none, were secured in such a state as to be fit for 
early use, independently of reported deficiency of 
quantity. The consequence was, a great demand 
for shipments from London, and from the eastern 
counties, to Yorkshire and Scotland. And this 
demand coming upon a diminished surplus from 
former years, while the new crop was not generally 
fit for immediate use, even in the most favoured 
districts, at the same time that the produce, al- 
though considered to be an average quantity per 
acre, was supposed to be deficient from a diminished 
number of acres under cultivation for wheat, had 
the effect of rallying and raising the markets, inso- 
much that, in the course of the autumn, the average 
price of wheat reached 6ls. 9d. ; and as the accounts 
from the United States of America represented the 
com crops there as having failed to such an extent 
that large supplies would be required from Europe, 
a considerable demand for bonded wheat arose 
upon the double ground of shipments to America, 
and of the prospect of a low duty in this country 
before the ensuing harvest This demand for com 
from Europe to America, and the consequent rise 
of the price for what was in bond in this country, 
was among the minor considerations which contri- 
buted to the advance of the price of free wheat, 
because it narrowed the prospective supply in the 
event which was then thought probable of the ports 
becoming open at a low duty. 

The rise of the corn markets to the height which 
they reached in November and December, 1836, 
being an advance of no less than 70 per cent upon 
the prices in December, 1835, is the more re- 
markable, inasmuch as it occurred coincidently 
with a state of commercial discredit *, and of great 

* The Agricultural and Commercial Bank in Ireland stopped 
payment in November, 1836 ; and the difficulties of the NorUiem 
and Central Bank in Manchester were at the same time becom- 
ing a matter of notoriety. 

s2 
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pressure on the money market. The rise too, 
occurring as it did so soon after harvest, and be- 
fore any pressure from actual scarcity could be felt, 
exhibits in this, as in other instances, the predomi- 
nant force of opinion over any immediate influence 
of the circulation. It may, indeed, be said, that 
such was the force of opinion in favour of a rise in 
December, 1836, that if the spirit of speculation 
had not been repressed by the very contracted 
state of the circulation, prices mighl^ and would 
probably, have experienced a further advance of 
from 10*. to 12*. tne quarter. This, from the dis- 
position which then prevailed to think well of the 
grounds for a considerable rise, is not at all impro- 
bable. Supposing then the state of the money 
market to have been as favourable as it was adverse 
to speculation, and that prices had in consequence 
risen to that extent, a quantity of foreign wheat 
and flour, not much short of a million of quarters, 
would have been let in for home consumption. 
And as the stock of our own growth proved to 
be beyond expectation, and fully equal to the 
consumption till after the following harvest, the 
addition to that stock would have operated in a 
considerable depression of markets, and instead of 
a decline of from Ss. to 6s. the quarter, which oc- 
curred before the harvest of 1837, the fall would 
most likely have been 15*. or 16*. the quarter. 
The inference therefore is, that, if it had not been 
for the pressure on the money market at the close 
of 1836, the prices of com would have been in 
1837 lower than they have proved to be. 

The autumn of 1836 was in all parts of Great 
Britain and in Ireland very wet, so that, indepen- 
dently of injury to the outstanding crops, all farm- 
ing operations, with a view to the following season, 
were very much delayed, and in many instances 
imperfectly performed. In the northern districts, 
much land, it was said, that had been intended for 
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winter wheat, was of necessity left over for spring 
sowing. The winter of 1836-7 began witn the 
appearance of considerable rigour. On the last 
days of October there occurred a fall of snow, 
which was remarkably heavy for the season, at- 
tended with rather a sharp frost; and the latter 
part of December, 1 836, was rendered memorable 
by a fall of snow exceeding in its effects, in ob- 
structing the communication by the roads with the 
metropolis, any thing that had been known for 
many years beiore. More snow fell on those two 
occasions, in the early part of the winter of 1836-7> 
than had fallen collectively in the four preceding 
winters. A frost of some severity, which had ac- 
companied the fall of snow at the close of Decem- 
ber, 1836, broke up in the first week of January, 
1837 ; after which, the winter, although cold and 
raw, and unhealthy (for it was then that a very ex- 
tensive influenza prevailed), was not marked by 
any severity of frost, or any further fall of snow of 
any consequence. The spring was ungenial, and 
the crops were so very backward, that it was ge- 
nerally supposed that the harvest would be later 
by three or four weeks than that of the preceding 
year, which had not been particularly early. 

The com markets, which after the close of 1836, 
when the yield of the crops was found to be larger 
than had been supposed, had given way, in the win- 
ter, and in the early part of the spring of 1837, to 
53^., experienced a rally as the spring advanced ; 
and in the first fortnight of June the average price 
of wheat rose to 5f)8. 5d.* The comparatively high 
range and rising tendency of the com markets in 

* The weekly Gazette averages were, , 

May 19. - - S3 4 

— 26. -• - 54f if 
June 2. - - 56 2 

— 9. ,- . 56 4. 

— 16. - - 56 5 

S 3 
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the early part of June, 1837, is the more to be re- 
marked, because it was coincident with the greatest 
pressure on the money market^ and the most cri- 
tical period of commercial discredit, of the whole 
interval from the close of 1835 to that o/* 1837. 
But after the first fortnight of June the weather 
became highly propitious to the progress of vege- 
tation, and so continued till the harvest, which 
proved to be much forwarder than had been anti- 
cipated, the reaping of wheat having become 
general throughout the southern and midland coun- 
ties in the second week of August. The weather, 
during the progress of the harvest, was unsettled ; 
and in the latter part of August, and the first few 
days of September, there were heavy rains, which 
gave rise to some apprehension for the fate of the 
outstanding crops, of which there was a consider- 
able proportion in Essex, and others of the great 
corn-growing counties. The weekly average price 
of wheat rose in consequence, notwithstanding the 
contraction of the circulation^ to 60s. Id. But the 
weather thenceforth improved, and became ge- 
nerally fine, so as to admit of securing the latter 
part of the harvest, even in the northern counties, 
in tolerable order. 

This favourable change had the usual influence 
on the markets, which thenceforward gave way ; 
and, as it became certain that the duty on the ad- 
mission of foreign wheat was about to rise from 
the rate to which it had previously fallen, namely, 
28s. 8d., a good deal of what was in bond, or had 
recently arrived, was entered for honfe consump- 
tion. The whole quantity so entered was about 
150,000 quarters. This entry of foreign wheat, at 
so high a duty, was not because the importation 
could afford that duty, but because the holders, 
having been disappointed in their speculation on a 
much lower duty, were content to submit to a 
heavy loss, in the alternative of having the wheat 
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wholly shut out from a market, for an indefinite 
length of time. It is to be observed that this ad- 
mission of foreign wheat did not occur till a great 
part of the harvest had been secured ; it was not 
therefore wanted, unless in as far as the yield of 
the last crop may be found to be insufficient to 
meet the demands upon it till next harvest. The 
reason for particular notice of this circumstance 
is, that this, with a trifling exception, is the only 
entry of foreign wheat since 1831 *, and that this 
extraneous supply was not required to make up 
for any deficiency of stocks of our own growth 
till the harvest of 1837 had become available. 

The fact, therefore, is in full evidence, that 
during six successive years the produce of the 
United Kingdom has sufficed for the consump- 
tion, greatly increased as that has been ; whereas 
in the four immediately preceding years a quan- 
tity little short of six millions of quarters had 
been required to make up for the deficiency of our 
own produce, to meet a consumption necessarily 
somewhat reduced by the high price, as it has since 
been increased by the low price ; thus proving 
incontestably the large scale of difference of pro- 
ductiveness, in different series of years, and the 
insignificance compared with it of any possible 
difference in the consumption in the equal series, t 

* The only exception being that of a small quantity, viz. 
165,872 quarters, entered after the harvest of 1832, under cir- 
cumstances similar to those here noticed. 

f It may here be remarked, with reference to the influence 
of the seasons on the productiveness of the crops of corn, that 
the experience of the results of the harvests from 1832 to 1837, 
both inclusive, falsifies the very commonly prevailing notion of 
the peculiarly fertilising effects of snow, inasmuch as the five 
winters preceding tliat of 1836-7 were distinguished by an ex- 
traordinary absence of snow, and yet they were followed by five 
very abundant wheat crops. And if the spring crops were not 
in some of those years equally abundant, it was not for want of 
snow during the previous winter, but for want of rain in the 
, summer. 
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Section 4. — State of Markets for Produce other 
than those of Agricultural Produce^ in the Years 
1836 and I837. 

We have had occasion to remark that, till nearly 
the close of 1835, there was rather a slow and 
Bteady improvement of markets, and of trade ge- 
nerally, than any extraordinary activity or much 
of the spirit of speculation in goods. 

In the early part of 1836, it having appeared, by 
the usual returns at the close of the year, that the 
stocks of some articles had been reduced below the 
ordinary rate of consumption, a tendency to a spe- 
culative demand for them became perceptible, but 
not in any very marked degree. The articles that 
came more immediately under this description 
-were cotton, indigo, sugars, and silks ; and an ad- 
vance, greater or less, took place in each of these 
at different times till the summer of 1836. But, 
although in each of these articles there was a brisk 
demand, and consequent rise of markets, it was re- 
marked at the time, that as the demand was chiefly 
by the trade, and for immediate manufacture or ex- 
port, and that as the advance did not appear to be 
greater than according to fair reasoning on mercan- 
tile grounds was perfectly legitimate, it could not 
with propriety be characterised as speculation or 
overtrading. And it must be admitted, that there 
was nothing of the extravagance of purchases, by per- 
sons out of the trade, which had marked some former 
memorable periods of speculations in goods. * 

^ The foUowing are notices in some of the printed circulars 
of the state of markets in the early part of 1836. 

^ Cotton. The stocks in the ports at the dose of 1835 
being barely equal to three months' consumption, and prices mo- 
derate, the markets opened at the commencement of the year 
with a good demand, and a great deal of fluctuation was expe- 
Tienced, which continued until April, when prices attained their 
highest, at which period, bowed Georgia had advanced l^dL to 
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So low were the stocks of these articles, and so 
confident the persuasion that they were not more 



2ef. per lb. ; Surat and other East India sorts, ^cL to Id. per lb. ; 
and Brazil and Egyptian in a still greater proportion." 

'^ Indigo. The very reduced stock at the end of 1 835, the 
comparatively low price of the article, the large deliveries, and 
the shortness of the crop in India, attracted, early in the year, 
the attention of the trade. Prices advanced in the January sale, 
and kept progressively rising in the two following sales, espe- 
cially in July, when considerable purchases were made on spe- 
culation for foreign account : the advance was then Is. 6d. to 
Is. 9d. on the prices at the end of 1835." 

** Sugar, in the opening of the year, continued to maintain the 
favourable opinion it had acquired in 1835, and several circum- 
stances combined to produce further improvement in its value* 
The stocks, both here and on the Continent, were very much 
reduced, and an idea still prevailed that the production of our 
West India colonies would go on decreasing under the new 
system of working. There had likewise been a positive fiiilure 
of the crop in Louisiana, w^iich caused the Americans to specu- 
late at home, as also to be large purchasers at the place of 
frowth ; even from Europe shipments were made to the United 
tates for their account. . These operations, and a good demand 
for consumption on the Continent, caused much activity at ad- 
vancing prices up to June, 1836." 

Silks were among the articles of which the consumption, 
down to the close of 1835, had in the greatest degree outrun 
the supplies ; and of some descriptions there was an almost total 
exhaustion of stock. The markets, therefore, in the early part 
of 1836, were in a very animated state, and prices appear to 
have reached their greatest elevation at the close of March of 
that year. As the prices then attained were 'scarcity prices, it 
was natural that the approach of fresh arrivals should occasion 
a decline of prices ; but, with intervals of slight depressk>n, 
the markets continued for some time to be very buoyant, not- 
withstanding an increasing pressure for money, and a rising rate 
of discount The following are extracts from an eminent 
broker's circulars respecting this article : — 

<< 23d June, 1836. The East India Company's sale is just 
concluded. Bengal silk, both there and at the public sales before 
the Company's, sold steadily at an advance of 5 to 7i per cent, 
upon the sales of February, which is equal to the highest prices 
that were obtained during the excitement in March." ** 30th 
July, 1836. Our letter of 23d inst. reported the result of the 
East India Company's and public sales. The market for China 
silk, relieved by the large quantity taken off by speculators and 
consumers, soon began to rally, and an advance of from 7^ to 
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than sufficient to meet the consumption at advanced 
prices, before the arrival of fresh supplies, that, al- 
though public attention had been roused early in 
the spring, to what appeared to be an undue eleva- 
tion, and consequently precarious state of markets, 
there seemed to be no corresponding distrust among 
the parties immediately interested. And it was 
not till the arrival, or the certain approach, of fresh 



to 10 per cent, was the result, considerable parcels being sold 
as the prices were improving." "31st August, 1836. Our 
market continued during the early part of the month in an in- 
active state with prices firm : the consumption was, however, 
proceeding to a considerable extent, although the trade were 
not disposed to purchase in anticipation. For the last fortnight 
business has been more current. In Bengal silks, nearly the 
whole of the arrivals have found buyers, with several parcels of 
Company's silks of former sales tliat were held by speculators. 
In Turkey silk comparatively little has been done. Prices remain 
about the same. The importations' of Italian silk are limited, 
and the prices high ; but the stock was so completely exhausted 
that the arrivals have been taken off at about 5 per cent, above 
previous rates." 

It was not till the 30th September, 1836, that the writers 
of the circulars respecting this article discovered that a de- 
pression of the prices, which however to this time had been 
only such as might fairly be attributed to the growing increase 
of supplies, was to be ascribed to the pressure on the money 
markets. And it was not till nearly the close of 1 836, when the 
failure of a firm that were considerable holders of silk, and the 
growing embarrassments of a house which had operated largely 
in the nniclc, and which stopped payment in January, 1837, 
that the article underwent such a serious decline as could fairly 
be considered to have been caused by the state of discredit, or 
by pressure on the money market. 

It has been requisite to give these details, in order to sliow 
that there had existed fair mercantile grounds for the rise in the 
markets, and the comparatively high range of prices of the 
above-mentioned articles, till an advanced period of 1836. And 
in the case of each of those articles it admits of being shown that 
in and after the summer of that year there was such an increase 
of the supplies as must necessarily have reduced prices, even if 
no particular pressure had existed in the money market, al- 
though of course that pressure aggravated the effects of the 
increased supplies, more especially in as far as they were im- 
|)orted or held upon credit. 
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supplies, either larger than had been estimated, or 
in a greater proportion than the consumption or 
export was found to take off, that the markets gave 
way. Even when the fresh arrivals were talcing 
place, the decline was not rapid; nor in any instance, 
till nearly the close of 1836, does the fall of prices 
appear to have been under the influence of any 
particular pressure beyond that which the mere 
difference of supply would warrant. But whenever 
a fall of prices since 1819 has taken place, if there 
happens to have been coincidently any actual or 
supposed reduction of the amount of the circula- 
tion, such is the prevalence of the currency theory, 
that the proceedings of the Bank are usually re- 
ferred to as the moving cause of the alteration of 
prices. Thus, the money crisis, as it is called, of 
the latter part of 1836 is, in most of the circulars of 
that period, assumed to have been the cause of the 
fall of prices in those instances in which a fall did 
occur, while in the instances of the large classes of 
articles which experienced either no rail, or none 
worth mentioning, and some indeed of the most 
important of which had coincidently risen in price, 
the more peculiar circumstances affecting them are 
held to be sufficient to account for their not coming 
under the influence of the currency. 

There was, in fact, nothing Uke an extreme or 
general depression of prices during the severest 
pressure of the money market, before the end of 
November, 1836. The greatest fall that occurred 
in that year was in the article of tea. But it is 
well known that the importation was on a scale 
of unprecedented magnitude, and that the forcing 
off of the East India Company's remaining stock, 
in competition with individual importations, com- 
bined with the operation of the duty, must have 
led inevitably to a great depression under any 
circumstances of the money market. Thus, in 
one of the very circulars in which the sudden 



S68 PRICES AMD CIRCULATION, 

contraction of the Bank of England issues, in the 
summer of 1836, is assumed to have been the 
principal, if not the sole cause of the fall of prices, 
IS the following account of the state of the tea 
trade in 1836 : — 

*^ In the early part of the year the public sales went off with 
some animation, and prices were well sustained. About May 
extensive arrivals took place, which were immediately brought 
on the market to an extent beyond the wants of the trade : the 
East India Company continued also to force off their remaining 
stock. Prices have in consequence been further depressed. 
Hie payment of so large a sum as about 1,250,000/!. duty on 
Bohea, at Is. 6d, per lb., anticipating nearly two years* con- 
sumption, has also tended to weaken the means of supporting 
the market." 

Here surely is reason enough for the depression, 
without calling in the aid of the money market, 
although of course an increased rate of interest, 
and a difficulty of discounting, might serve as an 
aggravating cause. With respect to sugars, cotton 
and silk, and in a smaller degree flax, the prices, 
having been raised by temporary scarcity, with per- 
haps some exaggeration of demand, naturally fell 
in consequence of the cessation of the scarcity, and 
the fall would of course be aggravated by the state 
of the money market ; but the difficulty of allovdng 
much influence to this cause is, that in the articles 
of cotton and silk, more especidly the former, being 
particularly connected with the incipient state of 
discredit, the fall of prices, until late in the autumn 
of 1836, was inconsiderable, compared with the 
previous rise. 

The following articles, embracing the largest 
amount of value, experienced no fall, and the 
greater proportion actually rose in price coincidently 
with the pressure on the money market till the 
close of 1836. 

Corn, meat, butter, Irish provisions and bacon, 
oil, tallow, hemp, iron, copper, dye-woods, rum, 
besides many minor articles, were as high in No- 
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vember, 1836, as in the spring of that year, and 
the greater part of them higher. And, inasmuch 
as those that had fallen were in no degree more 
depressed than the difference of actual or approach^ 
ing fresh suppUes warranted, the inference that 
such fall was directly caused by the state of the 
money market in the summer and autumn of 
1836 is not legitimately drawn. 

So prevalent is the theory of the paramount in- 
fluence of the currency, that most of the writers 
of commercial price-currents and circulars are in- 
fected by it. The following concluding observa- 
tions in a price-current, published at the close of 
1836, exhibits a specimen of the sort of reasoning 
alluded to ; and the whimsical part is, that in giving 
a succinct account of the variations of each of the 
articles, the decline of those which fell in price 
after the spring and summer of 1836 is rationally 
explained by circumstances quite independent of 
the state of the money market, 

<< The commercial transactions of the past year require very 
little comment^ the events being so fully developed as they oc- 
curred. The beginning of 1836 was, without exception, one 
uninterrupted season of prosperity : commerce, manufactures, 
and apiculture were extended ; railroads, mines, and shares of 
every kind were purchased with avidity ; and money was so 
abundant that bankers and capitalists were offering to discount 
bills at 2 and 3 per cent, per annum. Notwithstanding the 
great temptation held out to our merchants, traders, and manu- 
^cturers, there was only a partial speculation ; sugar and silk 
were acted on to some extent, and iron and other metals to carry 
out the various contemplated railroads. 

" Suddenly, however, the Bank of England drew in their 
issues, in consequence of the run upon them for gold for Ame- 
rica, and the joint-stock and other banks were brought into col- 
lision by these means. The consequence of the scarcity of 
money, and the di£Bcu]ty of obtaining discounts on mercantile 
bills at from 5 to 7 per cent., was speedily felt in the commercial 
world, and coffee, sugar, cotton, silk, metals, rum, timber, and 
other articles became exceedingly dull of sale, and prices rapidly 
declined. Other articles, equally important, have maintained 
the advance, and in some cases are higher at the present moment 
than before the restriction on money matters took place. The 
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airticles we allude to are, corn, hemp, tallow, oil, ashes, dye-woods, 
indigo, and rum. On a close attention to the causes that produced 
the rise in prices in the latter articles, it will be'found that certain 
local and collateral circumstances were the real cause of the 
enhancement ^such as the partial failure of crop, and shortness 
of stocks), which the state of the money market could not pre- 
vent, though it would be difficult to surmise the extent to which 
prices might have been driven up, had not the difficulties of 
money affairs been thrown in the way. On the whole, however, 
it would appear that the conduct of the Bank of England, whilst 
it might be judicious as regards that monopoly, has been attended 
with circumstances of great danger to the commerce of this 
country ; for the suddenness of the measures adopted by the 
Bank, and the immense influence it possesses, are sufficient to 
swamp any commercial and manufacturing community, however 
careful and judicious such community may have acted." 

The reasoning here is exactly that of the cur- 
rency doctrine ; the articles that fell in price are 
supposed to have been exclusively under the in- 
fluence of the contraction of the Bank issues, 
which, by the way, had not then been contracted 
in any degree worth mentioning; while those 
articles that had not fallen, or were rising, are 
stated to have been under the influence of local 
or peculiar circumstances. 

It was not till nearly the close of 1836 that 
there was any serious fall in the prices of those 
articles which had experienced the greatest ad- 
vance in the early part of the year ; and, although 
there were sufficient causes in the state of supply 
relatively to the consumption for the tendency to 
dulness and decline in the case of most of the 
articles, there cannot be a doubt but that the no- 
toriety of the growing difficulties of the American 
houses, combined with some recent failures in the 
silk trade, and in the East India trade, and the in- 
creasing pressure on the money market, operated 
greatly in adding to the depression which might 
otherwise have prevailed. The greatest degree of 
depression occurred in the interval between De- 
cember, 1836, and the commencement of June^ 
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1837f when three of the principal houses in the 
American trade suspended their payments, besides 
three or four other firms of less note, but of great 
respectability. The state of markets, at that 
precise period, for those articles which were 
more or less connected with the branches of trade 
in which those houses were engaged, would na- 
turally be most affected. In the instance of cotton 
more especially, there was an unusually large im- 
portation at hand, under circumstances which ren- 
dered it certain that a considerable proportion of 
it must be immediately forced upon the market. 

In the silk trade some forced sales were made» 
in consequence of the failure, a few weeks before, 
of a house which had been mainly instrumental in 
raising the price beyond the degree which the 
shortness of supply had warranted ; and this cir- 
cumstance would naturally, when combined with 
the state of the money market, entail an extreme 
degree of depression. In the two important arti- 
cles, accordingly, of cotton and silk, there was, at 
different times, in the spring and summer of 1 837, 
and for particular descriptions, a fall of no less than 
50 per cent. 

The other articles that experienced a marked 
decline, during the period which has been charac- 
terised as one of panic, were sugars, indigo, and 
iron. But these had previously been raised by 
an exaggerated demand, and the fall of pri(;e 
was not to so low a level as that from which they 
had risen. 

With these exceptions, there was nothing like 
an extraordinary fall of prices that can in any 
way be traced to the difficulties of the money 
market, or to the discredit which prevailed in the 
trade with America, and partially in the East India 
trade ; and the markets for agricultural produce 
were so far from being depressed by the state of 
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discredit prevailing at that time in the branches of 
trade alluded to, that prices in Mark Lane were 
actually rising, as we have seen, in the early part of 
June, and reached an average of 60*. per quarter 
for wheat. 

In some instances, on former occasions of exten- 
sive overtrading, the manufacturers had participated 
in the speculation, so far as to overstock themselves 
with the raw material at high prices, and to be 
liable to severe loss upon the subsequent fall. 
Accordingly, in several memorable instances re- 
corded of commercial revulsion, the manufac- 
turers figured largely among the failures of those 
times. But in the recent instance the manufac- 
turers of cotton and silk seem to have been parti- 
cularly on their guard, and so distrustful of the 
high prices that they bought only what was strictly 
necessary to keep their mills from an absolute 
stand. Indeed, the same may be said of the manu- 
facturers generally, the only exception that I am 
aware of, on an extensive scale, being those of 
Dundee, among whom there were very numerous 
failures in the course of the past year. 

After the clearance which was effected of the 
excessive and unsound part of the circulation by 
the consequences of the great failures, chiefly 
in the American trade, which occurred in the 
first week of June, 1837, and when the prices 
of those articles which had been raised by an 
exaggerated demand had fallen as much below 
their due level as they had before been raised 
above it, the confidence of buyers was restored : 
there was consequently a considerable revival of de- 
mand in the latter part of 1837, and the trade and 
manufactures of the country, reduced, as they ne- 
cessarily have been, from the swollen dimensions 
which they had attained by exaggerated anticipa- 
tions and an undue extension of credit, appear to 
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be in a sound, although necessarily (as following a 
period of overtrading) in a comparatively stagnant 
and dull state. 

The revenue has experienced a falling off in the 
past year (1837), as compared with the preced- 
ing. But, independently of the operation of 
the tea duties, there is reason to believe that 
the revenue of the preceding year was an inflated 
one. It is quite clear that a period of speculation 
must be attended with an increase of revenue ; for, 
not to mention the operation of overtrading, in in- 
creased imports and exports in 1835 and 1836, 
on some branches of the revenue, it may be ob- 
served that, when prices have been rising for some 
time, the tendency to anticipation of a further 
advance, in other words to speculation, extends 
itself to retail dealers, who, under such circum- 
stances, are induced to enlarge their stock. This 
causes entries for consumption, and consequent 
payment of duties, in the expectation of a conti- 
nuance of the increasing ratio of demand. Such 
was probably the case in 1835 and 1836. When, 
however, tiie event proves that the demand for 
actual consumption does not equal the exaggerated 
expectation, the dealers are disposed to run off 
their old stock before they make fresh purchases ; 
and the difference between a disposition and an in- 
disposition on the part of dealers, as well retail as 
wholesale, and of manufacturers, to get into stock, 
— or, in other words, the difference between an an- 
ticipation and a postponement of demand is very 
great, not only upon prices, but also upon the re- 
venue. 
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Section 5. — Joint-stock Banks^ and other Joint- 
stock Companies^ and the Speculations in the 
Shares of these from 1833 to 1837. 

The effects of the joint-stock banks upon the 
amount and value of the currency will be matter 
of distinct consideration when we come to examine 
the state of the circulation at the close of the 
present chapter. They are here only noticed as 
among the modes of adventurous investment of 
capital in which the spirit of speculation displayed 
itself in a very considerable degree towards the 
latter part of the period now under examination. 

The formation of joint-stock banks, consequent 
upon the removal of some of the exclusive pri- 
vileges of the Bank of England, had proceeded 
to some extent before the close of 1 835 ; but it 
was not till towards the close of that year, and in 
the spring of 1836, that the progress of the system, 
not only by the number of new establishments, 
but by the multiplication of branches, and by the 
extent of their operations in the way of re-discount 
through the money dealers in London, attracted 

Eublic attention. They had by that time also 
ecome the occasion of the display of a spirit of spe- 
culation strongly directed to that mode of invest- 
ment. The premiums to which all, or nearly all, 
the banks formed or projected up to that time had 
attained, while by the sales of reserved shares they 
extended the capital, and credit, and connections of 
the existing establishments, contributed powerfully 
to stimulate the formation and projection of new 
ones. And so strong was the spirit of enterprise 
directed to this mode of adventure, that, notwith- 
standing the alarm which had been sounded by 
the notice drawn to it in the House of Com- 
mons, on occasion of Mr. Clay's motion for a 
committee to inquire into the system, the form- 



1833—1837. 275 

ation and projection of new banks proceeded for 
some time after, not only with unabated but with 
increased activity. 

The objects of speculative investment which, at 
that time, next to joint-stock banks, occupied the 
largest portion of public attention, were the nu- 
merous undertakings for railway communication. 

When the great lines from London to Birming- 
ham*, and from Birmingham to Liverpool, were first 
projected, and for some time after, while the bills 
for the formation of the companies were still pend- 
ing before parliament, public opinion had not been 
decided in their favour, and the shares did not 
command a premium ; indeed, the shares in the 
former were, in some instances, sold at a discount 

* The date of the earliest meeting in London, with a view 
to the formation of the London and Birmingham railway, was in 
the autumn of 1830 ; but the Act of Parliament for incorporat- 
ing the company was not passed till May, 1 833. 

In the gigantic undertaking of the great line of Railway from 
London to Birmingham, and from Birmingham to Liverpool, by 
far the larger part of the subscriptions, and eventually of the 
capital embarked, has been supplied from Lancashire. It has been 
computed that the Lancashire proprietors form seven* eighths 
of the whole in amount. This circumstance may be accounted 
for on two grounds. The one is, the greater knowledge pos- 
sessed by persons resident in that neighbourhood of the nature 
of such undertakings, from their having been concerned in, or 
witnesses of, the progress and successful completion and results 
of the Liverpool and Manchester line. The other is, that, in 
consequence of the great and long-continued prosperity of the 
cotton trade^ and the cotton manufactures, there has been an 
extraordinary accumulation of capital in that district, greatly 
exceeding the amount that could be profitably re-invested in the 
same business, great and increasing as that business has been and 
is. The schemes for railways, therefore, coming within the neigh- 
bourhood, and within the sphere of the peculiar knowledge of 
the persons possessed of such overflowing capitals, presented a 
most inviting mode of investment, which was eagerly adopted. 
And the success attending that mode of investment in the prin- 
cipal lines was calculated to excite and extend the inclination 
for such projects. Liverpool and Manchester therefore have na- 
turally exhibited more of a spirit of speculation in the railway 
share markets than has prevailed in London. 

T 2 
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equal to the expenses supposed to be incurred. 
But when the successful results of the Liverpool 
and Manchester line were fully ascertained, and 
when, with the data supplied by the experience of 
that line, revised estimates were formed of the pro- 
bable income, compared with the expenditure, a 
confident opinion arose among the best-informed 
persons of great eventual success of the undertak- 
mg: the shares, accordingly, in those great com- 
panies advanced to a considerable premium. 

The profits thus derived and realised, or ad- 
mitting of being realised, by the subscribers to 
those undertakings, operated as an extraordinary 
excitement to this description of adventure. New 
lines were proposed to intersect almost every part 
of the kingdom, and there was actually a swarm of 
railway projects starting up in every direction. The 
rage for undertakings of this kind was at its height 
in the spring of 1836, and numerous other projects 
for public companies were at the same time brought 
into notice. The most considerable of these were 
for mining purposes. And several of the projects 
proceeded on substantial grounds with fair pro- 
spects of success, along with many others that were 
absolutely worthless, and served only for the indi- 
vidual benefit of the projectors. But the good, 
bad, and indifferent contributed to a general ac- 
tivity in the share markets.* 

* Of the extent and extravagance of the spirit of speculation 
which was displayed in the formation and projection of joint- 
stock companies, the following description was given by the 
President of the Board of Trade, Mr. Poulett Thomson, in 
the House of Commons, in the debate on the budget, 6th May, 
1836:-- 

" It is impossible not to be struck with the spirit of specula- 
tion which now exists in the country ; but, I believe, that there 
is a great difference in the state of things and what took place 
in 1825. The spirit of speculation was then turned to foreign 
adventure of the most extraordinary description ; but, now, 
speculation is directed to home objects, which, if pushed too 
far, may be yery mischievous ; though the consequences may 
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We have already seen that there existed, coin- 
cidently with this excited state of the share markets, 

not be quite so mischievous as in 1825. But really, on turning 
to any newspaper, or any price-current, and observing the ad- 
vertisements of joint-stock companies upon every possible sub- 
ject, however unfit to be carried on in the present state of 
society, every man must be struck with astonishment at the 
fever which rages at this moment for those speculations. I felt 
it ray duty, some time ago, to direct a register to be kept, taking 
the names merely from the London and a few country news- 
papers, of the different joint-stock companies, and of the nominal 
amount of capital proposed to be embarked in them. The nomi- 
nal capital to be raised by subscriptions amounts to nearly 
200,000,000/., and the number of companies is between 300 
400. I am just now reminded of the speculation for makine 
beet-root sugar, but that is a sound speculation compared witn 
some in my list. The first is the British Agricultural Loan 
Company, with a capital of 2,000,000/. I have been furnished 
with a blank corn note published by this company. Another 
company is proposed for supplying pure spring water, capital 
300,000/. Then there are the Patent Steam-paddle Company, 
with a capital of 30,000/. ; the Safety Cabriolet Company, capi- 
tal 100,000/. ; the British and American Intercourse Company, 
capital 2,000,000/. ; the London Whale Fishery Company, capi- 
tal 600,000/. ; and, again, to show the way in which these com- 
panies are starting up, for objects either of the most absurd 
kind, or for objects such as private individuals are perfectly 
able to accomplish, I find the Liverpool British and Foreign 
Trading Company, capital 250,000/. Now, it is perfectly well 
known, that it is not at all an unusual thing for an individual 
in Liverpool to embark 250,000/. in foreign trade ; and there are 
many who have a great deal more engaged in that business. I 
know that these companies have not their origin only in London. 
In 1825, London was the great centre of speculation ; but I am 
afraid that these companies have now their origin in other parts 
of the country. Reference has been made to a Liverpool paper. 
I fear that the place I represent (Manchester) can likewise fur- 
nish instances of schemes for objects which can never be bene- 
ficial to any one, and on which the parties will be only throwing 
away their money. The fact is, that the greater part of these 
companies are got up by speculators for the purpose of selling 
their shares. They bring up their shares to a premium, and 
then sell them, leaving the unfortunate purchasers, who are 
foolish enough to vest their money in them, to shift for them- 
selves. 

'* I have seen, also, with great resret, the extent to which 
joint-stock banks have sprung up in different parts of the coun- 

T 3 
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a very animated state of the markets for some im- 
portant descriptions of foreign produce, as also for 
iron and other of the metals, and that the corn 
markets had experienced a great rise, the price 
of wheat having advanced nearly 50 per cent, 
within a few weeks after the close of 1835. 

From the concurrence of these causes, the spring 
of 1836 was attended with the display of a spirit 
of speculation, and of general excitement, which 
presented some resemblance to the spring of 18^5, 
although far short of that period in extravagance, 
and attended with the important difference that, 
whereas in 1824t-5 a considerable part of the spe- 
culations ran on investment in foreign loans and 
foreign mines, those of 1836 were chiefly, if not 
exclusively, directed to undertakings within the 
United Kingdom. 

But it was quite clear in the spring of 1836, as 
it had been in 1825, that a considerable part of the 
speculations in shares could only have admitted of 
proceeding to the length that they had done by 
an undue extension of credit, which allowed full 
scope to the delusive prospects then held out 

Accordingly, those joint-stock companies only 
which had been established on a solid foundation 
stood their ground through the difficulties which 
prevailed in the money market at the close of 1836, 



try. I believe, indeed, that great good has arisen from joint- 
stock banks ; but the observations I have made with regard to 
other companies are equally applicable to many of the joint- 
stock banks that are springing up in different parts of the 
country, and the existence of which can only be attended with 
mischief. I have a prospectus of what is called the English, 
Irish, and Scotch Joint-stock Bank, with a proposed capital of 
3,000,000/. in England, 2,000,000/. in Ireland, and 2,000,000/. 
in Scotland ; and which holds out the greatest possible advan- 
tages to the persons engaged in it. The shares, too, are of very 
small amount. I may mention, on this point, that I have seen 
some companies with shares as low as 10/. The great danger of 
evil arising from speculations of this kind is obvious." 



V 



1833—1837. 279 

and in the first six months of 1837, while the 
greater part fell to a discount, and no small num- 
ber were finally abandoned. 

The markets for goods also, but for those cfe- 
scriptions only which had risen in conseqicence of 
scarcity, and of the exaggeration of demand usual 
on such occasions, experienced, as we have seen, 
between the close of 1836 and the summer of 
1837, as the effect of large supplies and of a state 
of discredit, a considerable fall. 

And we have now to see to what extent the 
state of the circulation could be considered as in 
the relation of cause and effect, with the fluctua^ 
tions which have been described in general terms 
as having occurred in the markets for goods, and 
for shares, in the period from 1833 to the close of 
1837. 



Section 6. — State of the Circulation from the 
Commencement of 1833 to the Close of 1837- 

The statement, to which in the course of this 
work there has been frequent occasion to refer, of 
the actual position of the Bank, as to its assets 
and liabilities, on the last day of February and the 
last day of August in each year, reached only to 
August 1832, being the period when the committee 
on the Bank charter, to whose Report that state- 
ment was appended, closed their labours. 

The statements which have since been published 
once a month, according to the condition prescribed 
on the renewal of the charter, do not give the 
actual position of the Bank with reference to its 
liabilities, its securities, and its bullion, at any one 
time, but only the average of each of these ele- 
ments, without distinguishing the securities into 
public and private, for the three months preceding 
the date of the monthly publication. 

T 4 
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These materials, although leaving much to be 
desired, with a view to forming a judgment of the 
manner in which the regulation of the issues has 
been conducted at particular times, and of some of 
the consequences which directly affect the situation 
of the Bank, afford at the same time fair grounds 
for judging of the general management, whether 
as regards its consistency with the system professed 
by the directors, or its influence on the money 
market and on prices. 

With such light then as is afforded by these ma- 
terials, and with sucli further light as has been 
thrown upon the subject, by the explanations to 
which the recent controversy respecting the causes 
of the late pressure on the money market has given 
rise, I shall proceed to examine the state of the 
circulation, with the causes of its variations, and 
the nature and degree of its influence on the great 
fluctuations which have been observable in the 
money market, and in the markets for goods and 
for snares, in the interval between 1833 and the 
close of 1837. 

After the very considerable reduction which the 
treasure of the Bank had undergone in the early 
part of 1832, when, namely, in February, the 
amount was only 5,293,150/. against liabilities 
amounting to 26,988,880/., while the securities 
amounted to 24,333,490/., there was a large reflux 
of the metals for some months following. 

By the Gazette return in October, 1833, the aver- 
age amount of assets and liabilities in the three 
months preceding had been. 

Circulation - ^19,800,000 Securities - ^24.,200,000 
Deposits - 13,000,000 Bullion - 10,900,000 

the bullion being thus, as nearly as might be, in 
proportion to one third of the liabilities. 

According to the return in January following, 
there had been in the interval a loss of bullion, on 
the average of the three months preceding, to the 
extent of about one million, accompanied by a re- 
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duction of the circulation by about 1 ,200,000/., and of 
the securities by between 600,000/. and 700,000/., 
while the deposits were unvaried. And so far the 
management leaves nothing to remark upon. But 
thenceforth a considerable degree of irregularity is 
observable; a progressive diminution of bullion was 
going forward, and, coincidently with that drain of 
the Bank coffers, a progressive augmentation of its 
securities had been taking place, insomuch that, 
whereas by the return at the end of September, 18S4f^ 
the bullion had been reduced by upwiards of three 
millions, as compared with October, 1833, and by 
upwards of two millions, as compared with January, 
1834, the securities had been increased by five mil- 
lions*, and the circulation by about a million, com- 
pared with the latter date. The comparison of the 
three periods stands thus : — 

1 833, October. Circul. ^19,800,0001 fSecur. <g24.,200^000 

Deposits 13,000,000/ 1 Bullion 10,900,000 

1831-, Jan. 7. Circul. 18,216,000l J Secur. 23,576,000 

Deposits 13,100,000 M Bullion 9,948,000 

Sept. 23. Circul. 19,1 26,000 1 / Secur. 28,691,000 

Deposits 14,754,000/ I Bullion 7,695,000 

Here is surely any thing but the regularity of 
action which might be expected consistently with 
the professed rule of preserving the securities even, 
and of allowing the liabilities and the bullion to be 
acted upon by the public. The drain continued 
till May, 1835, the return being on the average of 
the quarter ending, 

June 4. 1835. Circul. ^s^l 8,460,000 1 f Secur. ^25,562,000 

Deposits 10,568,000/ \ Bullion 6,150,000 

The bullion was, probably, in the interval of the 
three months included in that return, under six 
millions. The great reduction of treasure is ex- 

* It has been stated that this excess of securities was occa- 
sioned by an increase of deficiency bills ; but there is an end of 
the rule if deviations to this extent are to be admitted on the 
plea of a difference in the nature of the securities. 
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plained on the part of the Bank by a reference to 
the effect alleged to have been produced by the 
loans to the governments of Portugal and Spain. 

"These loans were going forward from July, 1833, until 
towards the end of 1834, when the profits realised upon the 
daily extending engagements in the foreign stock market engen- 
dered a further spirit of speculation in almost every kind of 
previously neglected South American, Spanish, and Portuguese 
bonds, causing an enormous advance in all, and in some nearly 
100 per cent. In short, until the spring of 1835, hardly a packet 
arrived from the continent which did not come loaded with 
every sort of foreign securities for realisation upon our foreign 
stock market. In reply, it n^y be stated, that not only the 
demand for the silver and export of the sovereigns originated 
and continued during the mania alluded to, but further, that 
that demand ceased the moment the reaction took place, in 
May, 1835, when a panic seized the dealers in foreign securities, 
causing their prices to fall with far greater rapidity than they 
had risen. In the progress of the contraction, which ensued 
upon the diminution of the bullion held by the Bank, the marl^et 
rate of interest gradually advanced for first-rate commercial 
paper from 2^ to 3^ per cent, per annum, which may be quoted 
as having been its value in May, 1835. At that time there was 
no material increase in the paper money circulation of the in- 
terior ; consequently, immediately upon the discredit taking 
place, the export of gold ceasecC and the foreign exchanges 
further advanced, bringing back the major part of the gold 
which had been exported in the preceding eighteen months ; 
thereby clearly showing that the currency was not redundant." 
— Causes and Consequences of the Pressure on the Money 
Market, from the 1st Oct. 1833, to the 27 th Dec. 1836. pp. 27 
- — 29. By J, Horsley Palmer, Esq. 

Upon this explanation it is to be remarked, that 
if, during the interval in which the influence of 
these foreign stock speculations is supposed to have 
been in progress, the securities of the Bank had 
been preserved in tolerable uniformity of amount, 
and if the liabilities had been reduced in any thing 
like a fair proportion to the reduction of bullion, 
and if the stock of bullion which had been lost, as 
is alleged, in consequence of those speculations, 
had, upon the reaction and discredit following, 
flowed back as fast as it had gone out, and that this 
reflux had taken place without any material re- 
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duction from the previous enlargement of the se- 
curities and liabiUties of the Bank, there would 
have been a prima facie case, a fair ground of 
presumption that the whole or the greater part of 
the fluctuation of the treasure of the Bank had 
been caused by these foreign stock operations. 
But as the drain, in the greater part of its pro- 
gress, had been accompanied by a great increase of 
the securities and liabilities, and as the cessation of 
the drain in May, 1835, had been preceded by a 
considerable reduction of the securities, and by a 
still more considerable reduction of the liabilities, 
and by a rise in the rate of interest attending the 
contraction, it is impossible to exempt the ma- 
nagement of the Bank from being considered as 
having been itself the main cause both of the drain 
and of the means of arresting it. The explanation 
therefore fails of establishing the conclusion pro- 
posed of the paramount influence of the foreign 
stock operations in the partial disturbance of the 
circulation which had occurred in that interval.* 

The drain, it has been observed, was arrested in 
May, 1835, and it is stated in the extract from the 
work just quoted, that " immediately upon the 
discredit taking place, the foreign exchanges fur- 
ther advanced, bringing back the major part of the 
gold which had been exported in the previous 
eighteen months.'* But it appears by the return 
of the 20th October following, that the average 
amount of bullion for the three months preceding 
was only 6,186,000/., and had not exceeded that 
amount by more than 140,000/. on the average of 
any of the intermediate returns ; it cannot there- 
fore be said, that the major part flowed back imme- 

* Mr. Samson Ricardo, in a very able publication entitled 
<' Observations/' &c., has clearly pointed out the inconsistencies 
involved in the charge against the operations on the foreign 
stock exchange in 1834, as having been the exclusive cause 
of the efflux of bullion. 
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diately upon the discredit in the foreign stock 
market in May, 1835. 

In the autumn of 1835, however, there was a 
strong tendency of bulHon to flow into the Bank ; 
and if the management had been consistent with 
the principle which had been professed on the part 
of the directors, of keeping the securities even, the 
treasure would have been restored to the amount 
which it had fallen from since October, 1833, 
namely, to between ten and eleven millions, con- 
sequently to that which had been held out to be 
a desirable proportion to its liabilities. If such 
proportion of bullion to the liabilities was ever 
desirable, it had become more particularly so in 
the autumn and winter of 1835-6. 

Independently of operations on the foreign stock 
market, which a renewed tendency to a fall in the 
rate of interest in this country was again exciting 
to activity, there were two very important cir- 
cumstances coming into operation, which were 
calculated in their progress to have a very material 
bearing on the position of the Bank, and on the 
value of the currency. 

These circumstances were, — 

1. The policy announced by the American go- 
vernment of introducing a larger proportion of me- 
tallic currency into the circulation of the United 
States, and of inducing, by an alteration of the 
mint regulations, an increased proportion of gold to 
silver. 

2. The great extension of the joint-stock bank- 
ing system in this country, and in Ireland, which 
in its tendency was likely to surcharge the circula- 
tion with paper and credit. 

I cannot give a better description of the nature 
and tendency of these circumstances than is con- 
tained in the following passages of the publication 
last quoted, " on the causes and consequences of 



\ 
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the late pressure on the money market." pp. 29 
—33. 

" In order to explain the cause and origin of the American 
demand, it may be proper to advert to the proceedings in 
America for the two preceding years. The avowed hostility 
of the president (Jackson) to the renewal of the charter of the 
Bank of the United States terminated, afler a violent struggle, 
in compelling that institution to prepare for closing all its trans- 
actions in 1836, and for repaying that portion of its capital that 
belonged to government. In order, however, to increase the 
embarrassment of the Bank, measures were taken for re- 
moving from its custody the deposits of public money, and for 
placing them in the hands of various states banks, under con- 
dition that they should be prepared to pay a given portion of all 
demands upon them in gold coin. To ^cilitate this object. 
Congress passed a law reducing the quantity of fine gold in the 
eagle, the equivalent of ten dollars, from 246 to 232 grains. 
This depreciation of the American gold coin had the effect of 
raising the current value of the English sovereign from 4**44> dol- 
lars to 4*87^> or 8^ per cent, above its previous current value. 
Simultaneously with and in aid of these measures, several of the 
states were persuaded to prohibit the circulation of notes of less 
amount than five dollars. In taking these measures, it was an 
avowed object, on the part of the president, to endeavour to 
establish a gold currency, in conjunction with silver, throughout 
the Union. The hostility evinced towards the Bank of the 
United States, and the refusal to renew its charter, caused an 
immediate contraction of the usual accommodation granted at 
the numerous branches of that establishment, and, further, en- 
tailed upon the favoured states banks the necessity of procuring 
an additional supply of gold to enable them to fulfil the con- 
ditions under which they renewed the deposits of government 
money. This combination of circumstances, having no relation 
to the ordinary commercial transactions existing between this 
country and America, materially reduced the rate of exchanges 
with Europe, so much so as to afford a profit upon the import- 
ation both of gold and silver from England and other parts of 
Europe. The president, too, in order further to aid his favourite 
project of increasing the metallic currency throughout the states, 
directed, in the early part of last year, his agents in Europe to 
remit in gold to America the whole of the indemnity money to 
be received from France and Naples. About the time of that 
remittance having been made, a loan for a million or 1,200,000/. 
was negotiated in Liondon on account of the United States 
Bank, to facilitate the settlements upon the expiration of the 
charter. The effect of that loan upon the currency of this 
country was further increased by a much larger amount than 
usual of American securities, or of States' stock, bank and canal 
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ftock, &c*9 having be^n sent to Europe for sale, and upon which 
credit had been given by some of the principal houses in 
England, in anticipation of the sums they were expected to 
realise ; thus throwing an inordinate amount of American paper 
upon our markets. If all these circumstances be adverted to, 
together with the very large amount of produce imported from 
America, the surprise will be, not that some, but that so small a 
portion of bullion should have been abstracted from England as 
tliat already stated. Since the 1st September last, tlie demand 
has entirely ceased; and, notwithstanding the desire of the 
American president to retain the bullion acquired from this 
country, it is not improbable that we may soon see it return 
from that quarter of the world. 

*< Having thus endeavoured to explain the causes which have 
operated to reduce the bullion of the Bank during the last three 
years, it becomes desirable to show why it is that the contraction 
of the circulation of the Bank has affected private credit more 
than in 1832, when a similar loss of bullion and contraction of 
the Bank's engagements were exhibited. The difference be- 
tween the two periods appears to have been occasioned by the 
altered state of private banking in the interior of the country. 
In the first, there was no particular excitement either in Eng- 
land or Ireland, nor any excess in the issues of provincial paper. 
In the second, both countries teemed with competition created 
by the additional establishment as previously stated, within the 
short space of two years, of not less than seventy-two joint-stock 
banks in England and Wales, and ten in Ireland, with their in- 
numerable branches in almost every town throughout the two 
kingdoms. It is needless to attempt to describe the competition 
that grew out of this excessive multiplication of banks : its 
effects were exhibited in a great and undue and even rash ex- 
tension of paper money and credits, accompanied by an unusual 
reduction in the rate of interest in the interior of both countries, 
but particularly in Ireland : the commonest observer must have 
seen the gathering clouds, and dreaded the consequences." 

There was assuredly, in the state of things thus 
described, a sufficiency of premonitory signals, of 
unerring indications, that a storm was impending, 
and that it was incumbent upon those at the helm, 
which governed the movements of the currency in 
this country, to take more than ordinary precaution. 

For the counteraction of those circumstances, 
portending danger to its establishment, what was 
the obvious policy of the Bank ? Most clearly to 
diminish its securities, as a means of eflPecting some 
contraction of the circulation, with a twofold view. 
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namely, first, to abate the tendency of the existing 
low rate of interest in this country to favour the 
financial operations whether of the American go- 
vernment or of the United States Bank, or opera- 
tions generally in foreign stocks, entailing the 
transmission of capital abroad, and consequently 
an efflux of bullion ; secondly, to restrain the 
joint-stock banks within due limits. 

That the raising the rate of interest in this 
country in 1835 would have abated the tendency 
to an efflux of capital, and consequently to the 
eventual demand lor gold, there cannot, it is to be 
presumed, be a question. But it may be, and in- 
deed it has been questioned, whether it was in the 
power of the Bank to restrain the joint-stock banks, 
and whether a reduction of the Bank of England 
circulation would not afford the means to the coun- 
try banks of extending their circulation, in con- 
sequence of the greater demand which might in 
that case arise for country notes, as the means of 
affording the accommodation to trade which was 
denied by the Bank of England. It is possible 
that for a short time during a small rise in the rate 
of interest, while confidence was entire, and trade 
and manufactures flourishing, and opinions in fa- 
vour of joint-stock companies sanguine, the dimi- 
nished accommodation granted by the Bank of 
England might be compensated by an enlargement 
of that afforded by the country banks. But such 
counteraction on the part of the country banks 
could not proceed far, nor last long, under a re- 
solute reduction of its securities by the Bank of 
England. The reserves of the country banks must 
be in gold or Bank of England notes : these they 
would have an increasing difficulty to possess 
themselves of, the resource of re-discounting in 
London being greatly curtailed, so that the means 
of making advances, as well by discounts and 
by book credits, as by the issue of notes, would 
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be abridged, and the whole of the country circu- 
lation would thus be more or less restrained, with 
consequently a less eventual tendency to an efflux 
of bullion. Such at least would have been the 
probable effects of a reduction by the Bank of 
its securities, upon the country circulation of notes 
and credit. And most certainly such a measure 
would, according to its extent, have counter- 
acted the foreign stock operations, which the 
directors so much and so fruitlessly reprobate. 
But not only were the securities of the Bank 
not reduced under circumstances which so obvi- 
ously and imperiously enjoined a reduction, but 
they were actually increased in the three months 
ending in January, 1836, by no less than five mil- 
lions beyond the amount in August, 1835. The 
directors thus repeated the very error committed 
by the Bank in 1817> and again in 1824, an error, 
the exact repetition of which was hardly to have 
been expected under the more enlightened manage- 
ment of the present period. The consequences of 
that great error have been seen in the uneasy and 
precarious position experienced by the Bank, and 
m the great pressure which was so severely felt in 
the money market for many months aflerwards. 

What renders the error the more unaccount- 
able and inexcusable is, that no effort, no 
forcible operation, was required to avoid it. 
On the contrary, the adoption of that unfor- 
tunate course was attended with a considerable 
eflPort, inasmuch as it involved a departure from 
the ordinary rules or routine of the Bank ; and 
it was moreover inconsistent with the principle by 
which the directors in modern times have pro- 
fessed to be guided. Nay, further, the very cir- 
cumstances which form the main ground of the 
justification put forth on the part of the Bank 
(by those of the directors who are deservedly 
looked up to for their great knowledge of the 
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working of the system, and of banking ge- 
nerally), for their departure from the obvious 
course, were such as admitted of the measures for 
reducing the securities being taken with more than 
usual facility, and with the least possible disturbance 
of the money market, beyond the moderate increase 
of the rate of interest which every dictate of policy 
so strongly prescribed. The circumstances here 
alluded to are the deposits arising out of the loan 
for the West India compensation in the autumn of 
1835, and the money borrowed by the Bank from 
the East India Company, repayable after a cer- 
tain time, the Bank allowing a low rate of interest 
for the same. The mere retention of a part, if 
not of the whole, of these sums, so opportunely 
deposited with it, would have constituted the most 
simple and easy means conceivable of reducing its 
securities, of somewhat contracting the circulation, 
of moderately raising the rate of interest, and of 
replenishing the coffers of the Bank to an amount 
that might have made its position at once satis- 
factory and safe. 

But it appears to have been considered by the 
directors that these particular sums might be laid 
out in productive securities, beyond the amount 
usually held by the Bank, without violating their 
professed rule of keeping their securities even. 

These monies, so deposited, have, in the pub- 
lications which have appeared, explanatory of the 
conduct of the Bank, been designated as extra de- 
posits^ and as not coming within the same category 
as the other deposits, nor amenable to the same 
rule of management ; an amount of the securities 
therefore, equal to the amount of these extra de- 
posits, as they are called, is, in their view of the 
question, to be taken out of the comparative state- 
ment of securities, and the position of the Bank is 
thus made out to have been consistent with the 
assumed rule of keeping the securities even. 

The grounds of distinction by which these par- 

VOL. II. u 
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ticular sums have been designated as extra deposits 
to be taken out of the recognised rule of manage- 
ment, and the reasons which induced the directors 
to avail themselves of that assumed distinction in 
laying out those deposits in securities beyond their 
usual amount, are stated in the following passage, 
extracted from Mr. Horsley Palmer's pamphlet 
before quoted. 

'' It may here perhaps be as well to explain the nature of 
what are termed extra deposits, in order to show that they are 
independent of the regular working of the Bank. They have 
consisted of money belonging either to government or the East 
India Company, altogether independent of their ordinary trans- 
actions. The first arose out of the contract for the West India 
loan, upon which a discount was allowed (by government), for 
prompt payment, higher than the market rate of interest ; and 
as the prompt payments thus made were not required for issue 
to the West India claimants for several months afterwards, ii 
became necessary y in order to preserve the currency in the same slate 
as if the payments for the loan had not taken place, and to prevent 
its undue contraction, to raise the money to the public.* This was 
done by contract with the money dealers, so as to insure its re- 
turn to the Bank at the time of the adjustment being made with 
the claimants by the commissioners. It ought fbrther to be 
borne in mind, that during the whole period of those loans the 
foreign exchanges were high, increasing the quantity of gold in 
the coffers of the Bank to a considerable extent ; a circumstance 
which would have rendered it quite unjustifiable for die Sank to 
have permitted a contraction of tfie currency by the prompt pay- 
ments on account of the loan, and an advance in the rate of 
interest to have been thus unnecessarily and forcibly effected to the 
detriment of the commerce of the country. 

" The second case was that of the East India Company real- 
' ising their commercial assets to an extent far exceeiding their 
ordinary wants for payment. Upon the commencement of the 
accumulation, to the extent of 600,000/. or 700,000/. above their 
ordinary balances, an application was made to the Bank to as- 
certain whether it would undertake the risk of lending the 
money, paying to the Company a given rate of interest ; if de- 
clined, the Company were prepared to lend it themselves, having 
received offers from some of the principal money dealers to take 

* This and the other passages marked in italics, in this quota- 
tion from Mr. Palmer's pamphlet, and in the subsequent quota- 
tion from Mr. Norman's, are not so in the original ; and they 
are here thus marked to draw attention to the particular parts 
of the reasonings which not only do not bear out the proposed 
conclusions, but lead to the directly c^posite. 
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it. The question therefore simply was, whether the notes 
should be paid away by tlie East India Company or the Bank ? 
It never could be expected that the Bank should be required to pay 
a rate of interest for notes or bullion belonging to others merely 
for the sake of keeping them unemployed; having at the same 
time no excess beyond the 24*^ millions of securities, which the 
ordinary working deposits and circulation entitled that body to 
Iiold.' Hence it is evident, thai in the first case the Bank was, 
for the benefit of commerce, required to re-issue the monies received 
on account of the West India loan ; and that in the second, if 
the Dank had not consented to advance the money, the East 
India Company would have lent it themselves. The only point 
therefore was one of management, iiamely, to keep the currency 
from undue fluctuation, and to ensure the return of the notes 
from the market at the periods when the government and the 
Company required them for issue in the same direction, which 
was effected to the letter." 

And Mr. Norman, in a recent publication, en- 
titled, ** Remarks on Currency and Banking,** 
containing many clear and just views on the general 
subject treated of, endeavours, in the following 
passage, to obviate the objections urged by Mr. 
Loyd to Mr. Pahner's argument in defence of the 
increase of amount of securities, and to reconcile 
that increase with the principles according to which 
the directors, in their examinations by the Bank 
Charter Committee, professed to regulate the cir- 
culation. 

<' Mr. Loyd remarks upon the statement as given by Mr. 
Palmer of securities held by the Bank, that it is an arbitrary 
mode of making up an account to produce a desired result ; im- 
plying of course that the securities held against the money be- 
longing to the East India Company, and that paid in on account 
of the West India loan, and subsequently lent by the Bank, 
ought to be considered as a portion of the securities, to which 
the recognised principle of management is applicable, and that 
consequently the whole or published amount of securities, as 
being irregular, and often much larger than twenty-four millions, 
evinced, on the part of the Bank of England^ a great deviation 
from this principle. 

" Now it must be recollected that the sum of twenty -four 
millions was assumed as the proper amount to be held in secu- 
rities upon a view of an amount of circulation and deposits, of 
which the deposits in question formed no part, and when their 
existence was not even contemplated. Owing to the realisation 
of the Company's commercial assets, its balance very greatly 
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exceeded the usual amount, and the East India directors na- 
turally determined to make the excess productive. The Bank 
borrowed and employed this excess for fixed periods, taking care 
that the money dealers to whom it was lent should be pledged 
to repayment at the precise moment when the money was 
wanted by the authorities in Leadenhall Street. It was con- 
sidered, and surely with reason, that by taking the entire man- 
agement of this kind of transaction, the Bank would insure 
the least possible interference with the currency and money 
market, especially as the India Company is unused to such 
affairs. Had the Bank taken the money, paid interest for it, 
and not re-loaned it, for the sake of apparently, but not really, 
adhering to its principle of management, and the amount of 
securities originally fixed in accordance with it, viz. twenty-four 
millions, a sum amounting sometimes to three or four millions 
would have been abstracted unnaturally from the currency of the 
metropolis^ to the serious inconvenience of the public, 

** The reasoning applicable to the employment of the Com- 
pany's money tells with increased force on that derived from 
the West India loan. Had the Bank determined to hold to the 
fixed amount of securities in the autumn of 1835, the conse- 
quence would have been tJuU almost the whole currency of the me- 
tropolis would have been found within its coffers. We may be 
told that this could not have happened ; tkat the notes would 
have oozed out* through the discount-office to a greater or less 
extent, and tJie amount of securities been pro tanto augmented. 
This is doidftiess true ; out would not such a forced action have 
interfered materially with the natural play of the currency and 
the ordinary affairs of business 9 while hardly any inconvenience 
was felt under the course pursued, viz. an offer of advances at a 
rate of interest calculated to call for, and which did indeech call 
for, nearly the exact amount of the loan, such advances being 
repayable at the periods when the compensation was to be dis- 
bursed to the proprietors of slaves. The whole transaction 
thus described appears to be creditable to the Bank, rather 
than deserving of blame ; and it seems equally clear that Mr. 
Palmer was fully justified in omitting all reference to the West 



* The notes would not have merely oozed out, they would 
freely \\2iyeJlou>ed out, if the Bank continued its rate of discount 
at 4 per cent.; while, by keeping its deposits without re- 
issue, a slight pressure had been kept upon the money market. 
The probability is, that, in that way, nearly the same amount of 
circulation might have been preserved, while, by a moderate 
advance in the rate of interest, some part of the undue exten- 
sion of credit might have been avoided ; and, instead of inter- 
fering with the natural play of the currency, it -would have 
preserved it ; whereas, the course adopted was a forced action^ 
and was among the causes of the disturbance of the natural play 
of the currency. 
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India loaD, as well as to the India Company's extra deposits, in 
his statement of securities." 

It is with the most unfeigned deference to the 
high practical authorities on banking matters, by 
whom the defence of the Bank on this occasion 
has been put forth, that I feel bound to say that 
they have, according to the best judgment which 
I have been able to form, upon a review of the 
controversy connected with those publications, 
failed wholly in making out a case of justification, 
whether according to the principle which has been 
held out as guiding the Bank, or according to any 
consistent view of maintaining the convertibility 
of the paper with the smallest disturbance of the 
amount and value of the currency. 

The classification of deposits, whetlier they be go- 
vernment deposits, or working deposits, or bankers* 
deposits, or extra deposits, may be, and doubtless 
is, convenient, if not absolutely necessary, in en- 
abling the directors to judge of the probable perma- 
nence or fluctuation of the amount so deposited, 
and to make their internal arrangements accord- 
ingly. If the entire amount of the deposits were 
permanent, the whole of the action, as it is called, 
of the public upon the position of the Bank, would 
be through the medium of bullion paid in against 
notes, or of notes claimed against bullion, while 
the Bank would have an entire control over the 
amount of its paper beyond that which had its 
exact equivalent in bullion, through the medium 
of securities. On the other hand, in proportion 
as the deposits are of a variable character, will be 
the power of the public to modify or counteract 
any effort on the part of the Bank to contract or 
extend its issues or notes through the medium of 
securities. But the nature of the deposits, although 
it may render certain descriptions of securities * 

* The circumstance which both Mr. Palmer and Mr. Norman 
introduce into their explanation of the grounds on which these 

U 3 
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more or less eligible, does not in the slightest de- 
gree affect the question of the amount of ttie se- 
curities which the Bank ought, with a reference to 
the due amount of the circulation and the value 
of the currency, to hold. 

There does not appear to be the shadow of a 
ground upon which the distinction of the extra 
deposits, as constituting a separate fund for invest- 
ment in securities, can be maintained. The dis- 
tinction attempted rests simply and solely upon 
assertion ; there is nothing like an argument 
offered in support of it that admits of being ^ap- 
pled with ; and the assertion, therefore, of the 
compatibility of the increase of the securities in 
the autumn of 1835 and winter of 1835-6 with 
the rule professed by the Bank, can be met only 
by a denial of any grounds for the distinction by 
which that compatibility is attempted to be nudn- 
tained. 

But if the distinction were worth any thing, and 
if those deposits admitted of being applied to an 
increase of the securities without a violation of 
the system professed by the Bank, it would be a 
further and a more important question to consider, 
whether such application of those deposits was 
consistent with a view to the public interest, in the 
maintenance of the circulation in a sound and sa- 
tisfactory state. If the increase of the securities 
had been with the avowed object of improving tlie 
means of keeping up a dividend for the proprietors, 
the motive would have been intelligible. But that 
is not the motive assigned, and there is every 

extra deposits, as they are called, were re-issued in the shape 
of loans to the money dealers, namely, that the repayments 
were stipulated, and punctually fulfilled, so as to meet the 
exact periods of the claims of the depositors, has nothing to 
do with the question of the regulation of the currency as re- 
lates to the public. It was a mere question of convenience to 
the Bank. 
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reason to give credit to the directors for their 
having been guided only by a view to the interests 
of the public. It is at least only on public grounds 
that the measure of the great augmentation of the 
securities in 1835-6 ^as been justified in the 
publications alluded to. And, strangely enough, 
some of the very consequences which it was de- 
sirable to produce, with a view to a more satis- 
fiictory ana safe position of the Bank, seeing, as 
the directors admit they did, the impend^pg 
dangers to which it was exposed, were precisely 
those which it is stated distinctly to have been the 
object of the measure to counteract. The motive 
expressly as;signed for the re-issue of those deposits 
is, that the retention of them would have caused 
a contraction of the currency, and a rise of the 
rate of interest. In this statement of motives, the 
point in question is assumed by the terms applied. 
The term undue is applied to the contraction which 
it was one of the professed objects of the re- issue 
to prevent. And it is asserted that an advance of 
the rate of interest, which would have been the 
consequence of a retention of the deposits, would 
have been unnecessarilj/ andforciblj^ effected to t/ie 
detriment of the commerce of tlie country/. It is 
difficult to conceive a greater misapplication of 
terms;* for, upon a full view of the actual and 
prospective circumstances, **the gathering clouds," 
as they then presented themselves, the very oppo- 
site terms should have been applied. The reten- 
tion of the deposits would have effected a due 
contraction^ and would have caused an advance of 
the rate of interest, without an effort^ and almost 
imperceptibly y to the great benejit of the commerce 
of the country^ which suffered so essentially by the 
course that was unfortunately adopted. 

It seems hardly to admit of a doubt, after all 
the memorable experience of events in the two 
years following the autumn of 1835, that a mo- 

u 4 
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derate rise of the rate of interest at that time, con- 
tinued with perhaps a slightly increasing pressure 
for some months after, would have exercised a very 
salutary influence, and would greatly have miti- 
gated, although it might not have altogether pre- 
vented, the subsequent fluctuations in the money 
market, and in the state of credit, and in such of 
the markets for produce as were connected with 
the state of credit. Such rise in the rate of interest 
must infallibly, as far as it went, have diminished the 
facility, consequently the extent, of negotiations of 
foreign securities, and of the financial arrangements 
of the banks of the United States, all tending to 
the efflux of capital from this country. It would 
also have tended to abate the eagerness which was 
manifesting itself to adventure in joint-stock banks, 
one great inducement to which was specifically the 
low rate of interest. But more especially would 
a moderate pressure on the money market, caused 
as it would have been by the absorption of the pay- 
ments from the West India loan without re-issue, 
have circumscribed within much narrower limits 
the power of re-discount by the joint-stock banks, 
which some of them exercised so mischievously. 
It is highly probable, too, that an earlier manifest- 
ation of a tendency to a pressure for money, which 
was felt so severely a few months later; would 
have restrained the extravagance of extent to which 
credits were granted in America upon this country, 
and which led, at the close of 1836, and in the first 
six months of 1837, to so serious a derangement 
of our commercial intercourse, not only with the 
United States, but also with British America. 

And is it not clear that it was the inevitable tend- 
ency of the course unfortunately adopted by the 
Bank to produce the very opposite effects ? Is it not 
notorious that the money dealers were thus fur- 
nished with an unusual command of funds, which 
enabled them, as they had every inducement, to 
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discount almost ad libitum the vast amount of bills 
which came to them with the joint-stock bank 
or other undoubted indorsements ? And is it not 
natural to suppose that the houses in the American 
trade were, by the extraordinary facility of credit 
then existing in this country, misled into entering 
into engagements to an extent that they never 
could have contemplated, if they had not relied 
upon a continuance of the same facilities of the 
money market as prevailed in the latter part of 
1835 and the beginning of 1836 ? As to the state- 
ment that the exchanges were high in the winter 
and spring of 1835-6, increasing the quantity of 
gold in the coffers of the Bank, the simple answer 
is, that' they were not high enough, and had not 
continued so long enough, to restore the treasure 
to the state from which it had fallen in the pre- 
ceding two years, and to which it ought to have 
been raised, looking to the liabiHties, attended with 
such contingencies as required a very full treasure 
to face thein. 

As far as relates tojthe West India deposits, there 
may perhaps be supposed to be less difficulty than 
in the case of the East India loan of coming to 
the conclusion that the sums so received ought 
not, under the circumstances described, to have 
been re-issued. 

On the part of the Bank, it is contended that 
the East India Company was prepared to have lent 
the money to other parties, if the Bank had not 
consented to take the amount on loan for a certain 
time on interest, and that it could not be expected 
that the Bank should be required to pay interest 
for notes or bullion belonging to others, merely for 
the sake of keeping them unemployed. The ex- 
pectation, however, that the Bank should so have 
kept them is not quite so unreasonable as seems 
to be supposed. The question of the propriety of 
their so doing would depend upon the degree in 
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which it might be desiraUe to keep down, or ta con- 
tract» the circulation, through the medium of the se- 
curities ; and if, seeing the ** gathering clouds," and 
justly apprehending the consequences, it had then 
been judged expedient, as a measure of precaution, 
to contract the circulation, there were no means so 
ready, and none so little calculated to disturb the 
money market, as simply not to re-issue the amount 
of the loan. For, suppose that the East India 
Company had, without any previous offer to th€» 
Bank, lent the money in tlie market ; if the Bank 
at that time was so situated as to make the con- 
traction of its circulation, by a diminution of its 
securities, desirable, the opportunity would have 
been considered favourable for selling exchequer 
biUs, or realising any other securities held by tlie 
Bank to the same amount ; and still more favour- 
able the opportunity, and more advantageous than 
any sale oi securities, to effect the object, would 
have been the retention, instead of a re-issue, of the 
amount of the loan at a low interest from the East 
India Company. 

Tlie whole question of the propriety of that re- 
issue turns upon the expediency, greater or less, of 
a contraction of the circulation in contemplation 
of the extraordinary circumstances which, by the 
avowal of the directors, were such as to common 
observers bore a threatening aspect as regarded the 
eventual position of the Bank. 

This question has not been answered on the 
part of the Bank. The directors seem to have 
thought it more incumbent upon them to justify 
their attempt to contract the circulation, by raising 
the rate of discount in July, 1836, than to account 
for their not having made the effort at least six 
months sooner. Thus, in the apology for the Bank 
before quoted, it is observed, at page 36., with re- 
ference to the advance of the rate of interest in 
the summer of 1836 : ** Adverting to the excess 
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of the country issues, and looking to the race ru»- 
ning with increased violence in Ireland, as well as 
England, the Bank was fully justified in arresting 
the evil which might attend a continuance of the 
export of bullion from the redundancy of money, 
by making an advance in the rate of interest m 
London, and at the branch banks. In fact, the 
only question about which there can be any diffi- 
culty is, whether she ought not to have taken this 
step somewhat earlier/* Most assuredly there can 
be no difficulty in answering this question, by any 
one who saw the gathering clouds ; and that answer 
would be, that the step ought to have been taken 
much earlier. But, it is added, " To have acted 
in anticipation of events likely to occur, would 
have been in direct violation of that principle upon 
which the Bank professed to be guided, and which 
parliament had tacitly sanctioned. It would, more- 
over, have established a precedent, and imposed 
future responsibilities upon the directors, which it 
is questionable whether they should ever incur, 
either upon their own account or that of the public." 
It is, I confess, inconceivable how, seeing as they 
did ** the gathering clouds,** their acting in anti- 
cipation of the storm by taking the obvious pre- 
caution of keeping down their circulation, by a 
reduction, or at least a limitation of their securities, 
so as to bring their stock of bullion to a nearer 
proportion to their liabilities, could be considered 
as a violation of the principle upon which the Bank 
professed to be guided. This is as much as to say 
that they sinned with their eyes open, because upon 
jmnciple they were expected to act as if their eyes 
had been shut. 

But, when the drain on the coffers of the 
Bank was taking place to an extent and under 
circumstances which could not leave a doubt as to 
the urgency of the occasion for taking effectual 
measures to contract the circulation, so as to stop 
tlie drain, the steps taken were totally inadequate 
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to the object. The advance in the Bank rate of 
discount to 4^ per cent, in July, 1836, coming so 
late as it did, and when the circumstances deter- 
mining the efflux of the metals had acquired such 
force, had not apparently the slightest effect in 
reducing the securities or contracting the circula- 
tion. Indeed, the securities were considerably, 
and the circulation in a slight degree, actually in- 
creased in the face of a continued drain from evi- 
dently deep-seated causes. This will appear on a 
comparison of the four following monthly returns. 



1836. 




£ 






^ 


June 28. 


Circulation 


17,899,000" 




r Securities 


27,153,000 




Deposits 


13,810,000 


M « 


Bullion 


7,362,000 


July 26. 


Circulation 


17,940,000^ 




' Securities 


28,315,000 




Deposits 


14,495,000 


» ■ 


Bullion 


6,926,000 


Aug. 24. 


Circulation 


18,061,000* 




' Securities 


29,345,000 




Deposits 


14,796,000 


■ • 


Bullion 


6,325,000 


Sept. 21. 


Circulation 


18,147,000' 




' Securities 


29,400,000 




Deposits 


13,324,000 




Bullion 


5,719,000 



k 



It is utterly impossible by any analysis of the 
kinds of securities, or of the nature of the deposits, 
or of the proportion between the London and the 
branch Bank of England issues, to explain away 
the glaring inconsistency which the above compa- 
rison exhibits between the state of the circulation 
as it %Das administered, and that which ought to have 
been its state, if it had been administered according 
to any recognised rule for the administration of a 
convertible paper currency. It is not only at va- 
riance with what it would have been, if the circu- 
lation had been so regulated, as to expand and 
contract with the variations of the amount of bul- 
lion, but is quite irreconcileable with the principle 
professed by the Bank directors of keeping their 
securities even. If they had been so kept, it is 
clear that a considerable reduction of the liabilities 
must have been the result, and consequently an earlier 
pressure on the money market, and a retardation if 
not a stop to the drain. Even admitting the mon- 
strous assumption, founded upon the distinction of 
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the deposits, by which an amount of no less than 
about 4f^ milHons is gratuitously and arbitrarily 
deducted from the securities actually held by the 
Bank, it appears that there was, even after deduct- 
ing those 4^ millions, an increase of the securities 
precisely in the interval in which the indications 
were most urgent for a reduction ; for instance, 

28 June, 18S6 - - 5^22,600,000 

27 Sept. — - - 24',800,00O 

I must confess that the more I have endeavoured 
to understand the explanations on the part of the 
Bank, the more unintelligible do I find them. 

Thus, after the passage already quoted, contain- 
ing a disclaimer on the part of the directors of 
being bound to act in anticipation of events, is the 
following: — 

** The large amount of money deposited at in- 
terest with the Bank, by the East India Company, 
for a limited period, and which was lent to the 
money dealers in London, afforded considerable 
facilities for rendering the rise in the rate of interest 
immediately effective ; the object was not one of 
profit to the Bank, but to enforce that contraction, 
and to establish that general rate of interest which, 
but for the undue increase of the issues of the 
joint-stock banks and others in England and Ire- 
land, should have followed the export of bullion.'* 

If the large amount of money deposited at in- 
terest with the Bank of England, by the East India 
Company, had not been lent out by the Bank, I 
can understand how it would have afforded facilities 
for rendering the rise in the rate of interest imme- 
diately effective ; but how, when lent out again, as 
it was, it could afford such facilities, is not very 
intelligible. The following passage is in immediate 
continuation of that above quoted : — 

" The course thus taken by the Bank was, in 
the first instance, counteracted by the other issuers 
of paper money in England, Ireland, and Scotland. 
The demand for bullion continuing, the Bank fur- 
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tber advanced the rate of interest in August to 5L 
per cent, per annum, which forced additional se- 
curities upon many of those country banks that 
adhered to a lower rate. Their surplus fimds in 
London being soon absorbed, they all eventually 
adopted the rate of interest established in London. 
There was, however, an effect created by this act 
on the part of the Bank £ir more powerful than 
the actual advance in the value of money. It was 
a moral apprehension, in all prudent minds, that 
there was mischief abroad ; and those who had 
been promoting and applauding the action of the 
joint-stock banks began to doubt the solidity of the 
system/' 

The inferences afforded by this passage form the 
strongest possible condemnation of the conduct of 
the Bank prior to the advance of the rate of dis- 
count to 5 per cent» in August, 1836. It is quite 
clear that, if that measure had been adopted as 
much earlier as it ought to have been, or if some 
still more cogent measures had been taken, as they 
might have been, when it was no longer a question 
of anticipation, but when all the symptoms of a 
circulation surcharged with paper and credit had 
become manifest, some part of the subsequent 
mischief might have been averted. It is ex- 
pressly stated in the foregoing extract, that, al- 
though the course taken by the Bank was coun- 
teracted in the first instance by the other issuers of 
paper money, their funds in London were soon 
absorbed, and they all eventually adopted the rate 
of interest established in London ; and that, what 
was of more importance, a moral apprehension was 
excited by that course, in all prudent minds, that 
there was mischief abroad. This proves that the 
Bank had the power of eventually controlling and 
limiting the country circulation ; and it further 
affords fair grounds of inference, that the Bank, by 
the opposite course, which it unfortunately adi>pted 
in the autumn of 1835, cannot have failed of 
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facilitating the extension of country paper and 
credit. 

But the advance of the Bank rate to 5 per cent, 
in August, 1836, although salutary as far as it wen^, 
had been too long delayed to be effectual in re- 
ducing the securities, thence contracting tbe<:ir- 
culation, and thus stopping the drain of bullion. 
The increased applications for discount at the ad- 
vanced rate would, if they had been complied with 
to their full extent, have greatly increased the se- 
curities and the circulation, and thus have hastened 
the efflux of bullion. Some accessary measures 
were adopted by the Bank.* Not only were all 
bills that were presented, having an indorsement by 
joint-stock banks of issue, rejected, but a large pro- 
portion of the immense amount of bills drawn from 
America on, and accepted by, several first-rate 
establishments in this country, were thrown oUt 
without any regard to the circumstance that the 
acceptors were considered to be of the most 
unquestionable solidity. This proceeding of the 
Bank in London was followed by an intimation, 
on the part of its branch bank in Liverpool, 
that no paper drawn from America on certain 
houses would be discounted. This intimation, to 

* The resource of selling exchequer bills had failed by the 
fall of the market for these securities to a discount, and a great 
outcry was raised against the Chancellor of the Exchequer for 
not having funded some portion of them, but more especially 
for not raising the rate of interest upon them. One ground of 
the clamour was, that the Bank, in consequence of not being 
able to sell exchequer bills, was obliged to limit its accommodation 
to trade, in the way of discounts, below what it might otherwise 
have done. Tlie interest on exchequer bills was eventually 
raised ; but it is to be hoped that it was on financial grounib 
only that it was so raised ; for it would be a monstrous and most 
mischievous doctrine, that as long as the paper currency is ad- 
ministered independently of the direct control of government, 
the arrangement of the finances should be influenced in the 
slightest degree, with a view to relieve the banking or mercan- 
tile interests from the consequences of overtrading. 
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which a good deal of publicity was given (acciden- 
tally I believe), had considerable effect in extending 
the feeling of apprehension, and the tendency to 
commercial discredit, which were already beginning 
to prevail. 

After September, 1836, the state of discredit of 
some of the most mismanaged of the joint-stock 
banks, with the apprehension arising from the 
measures taken by the Bank of England, having 
had the effect of inducing both the town and the 
country bankers to increase their reserves, the de- 
mand for gold for export appears to have abated, 
if not wholly to have ceased, and to have given 
way to an internal demand which kept up the drain 
of bullion from the Bank, so that the treasure was 
in a state of progressive diminution. 

In November, 1836, the Agricultural and Com- 
mercial Bank in Ireland suspended its payments ; 
and at the close of the month the embarrassments of 
a very considerable joint-stock bank in Manchester, 
the Northern and Central, established so recently 
as 1834, with a paid-up capital of about 700,000/., 
and with about forty branches, had become so 
pressing as to occasion an application to the Bank 
,of England for assistance, which was granted. If 
the Bank of England had been in the position in 
which it ought to have been, namely, with a due 
proportion of bullion to its liabilities, there is little 
doubt that its policy would have been, or ought to 
have been, a refusal of interference. For, whe- 
ther with a view to the interests of the Bank pro- 
prietors, to whom the extension and competition 
ofthe joint-stock bank system was most obnoxious, 
or to the interests of the public who were con- 
cerned in repressing some of the mischievous ten- 
dencies of that system, the Bank ought not to have 
interfered; and the only justification of that inter- 
ference which ought to have any weight has been 
that it was a measure on the part of the Bank of 
self-preservation. 
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The treasure of the Bank being at that time so 
low, so culpably low, it became a mattei of very 
serious conMderation whether, if the Northern and 
Central Bank were suffered to fall, as it ought to 
have been, the state of discredit of the country 
circulation, consequent on that failure, might not 
have been such as to have created a run for gold, 
which might speedily exhaust its scanty remaining 
stock. There is great reason, with the benefit of 
experience since derived, to doubt whether, if the 
Northern and Central Bank had been suffered to 
undergo the penalty which the gross mismanage- 
ment of its direction so amply merited, and the 
benefit of example so strongly required, the Bank 
of England would have experienced any great 
additional drain. There had, throughout the pres- 
sure on the money market, both in town and coun- 
try, during the whole period from the summer of 
1836 to the autumn oi 1837, not been the vestige 
of any thing like discredit of Bank of England 
notes ; and this being the case, the clause of the 
Bank Charter Act, rendering Bank of England 
notes a tender from all but the Bank itself, came 
beneficially into operation.* 

In Ireland, on occasion of the failure of the 
Agricultural Bank, and of a run upon some of the 
others, there was a great demand for gold. It was 
doubted whether the legal tender clause was appli- 
cable to that part of the United Kingdom ; and if 
the point had been clear in the affirmative, it is 

* It has been supposed by some persons whose opinions pos- 
sess great weight, that the legal tender clause had been one 
among other causes, of the undue extension of paper and credit 
by the country bankers ; but I confess that I am quite at a loss 
to conceive how it could have had the slightest tendency to that 
effect, while in the critical state of the circulation, in the last 
six months of 1836, it cannot but on all hands be admitted to 
have operated exactly in the beneRcial way which was contem- 
plated when that provision was inserted in the Bank Charter 
Act, 
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probable that there would still have been a demand 
tor gold, although not to the same extent. But 
. in the great majority of the cases of English 
country banks, whether joint-stock or private, the 
probability is, that any run upon them, in con- 
sequence of the failure of the Northern and Cen- 
tral Bank, would have been attended with more 
of a demand for Bank of England notes than 
for gold. In every point of view, therefore, the 
interference of the Bank was detrimental to the 
interests both of its proprietors and of the public. 
The Bank has by that interference done more to 
increase the competition of the joint-stock banks 
with itself, and to perpetuate and extend whatever 
of evil is attached to the system, than any l^isla- 
tive regulations which can be devised are likely to 
counteract. 

The determination of the Bank of England to 
support the Northern and Central, took place on 
the 1st of December, 1836. But the pressure on 
the money market, notwithstanding the publicity 
of that determination, went on increasing, and yet 
the drain on the Bank coflTers continued, chiefly 
by a demand for gold in Ireland. Still, with 
the exception of some failures in London, of no 
great extent, nor apparently originating in the im- 
mediate pressure of the money market, there had 
been thus far but little of commercial discredit. 
It was not till the commencement of 1837 that 
doubts began to prevail of the adequateness c^ the 
resources of the principal houses in the American 
trade, vast as those resources were known to be, to 
meet the enormous, the extravagant extent of their 
engagements. In February, the difficulties of those 
houses had become matter of notoriety, and it became 
known in the beginning of March that assistance 
had been applied for and given by the Bank of 
England to tnree of the principal establishments 
in the American trade. On the propriety of that 
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assistance being granted, on the extent to which 
it went beyond that which had been contemplated 
when the application was first made, and on the 
departure by the Bank from its rules, in the footing 
on which its advances to these houses were made, 
I will not enter, as the discussion would involve 
personal feelings and considerations which I should 
wish to avoid. 

The advances thus made to the Northern and 
Central Bank, in the first instance, and subsequently 
to the American houses, had the effect of greatly 
increasing the amount of the securities held by the 
Bank. The greatest reduction of treasure had 
occurred in February, 1837- Thenceforward there 
appears to have been a slow but progressive influx 
of bullion. The circulation of the Bank under* 
went comparatively very little alteration during 
the remainder of the year. The state of com- 
mercial discredit, however, was very great through* 
out the first six months of 1837. In January 
there had been a heavy failure in the silk trade. 
In February and March the difficulties of the 
American houses were exciting general attention, 
and a distrust of consequences. And as it ap- 
peared, soon after the first assistance had been given, 
that further and almost indefinite advances on the 

Eart of the Bank would be required to carry the 
ouses through their difficulties, a great and in- 
creasing anxiety prevailed on the subject among 
the commercial circles. The accounts from the 
United States of America, of great and increasing 
pressure on their money market, which rendered 
more precarious the prospect of the speedy liquida- 
tion of the sums due from thence to the embarrassed 
houses on this side, added to the gloom and ap- 
prehension prevailing here in the spring of that 
year. By the end of May the embarrassed Ame- 
rican houses were again driven to the necessity of 
applying to the Bank for further assistance ; but 

x 2 
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not having sufficient security to offer, and the pre- 
vious advances already amounting to much more 
than had been contemplated, the application was, 
after much and anxious deliberation on the part of 
the directors, finally refused. Upon the final re- 
jection of the application, namely, on the 1st June, 
1837, the three great houses to whom the previous 
assistance had been granted, suspended their pay- 
ments. These were followed within a few days 
by other houses, chiefly in the same branch of 
trade, but on a smaller scale of engagements. The 
week immediately following the 1st June, 1837, 
may be considered as that which is designated as 
the period of panic ; and there was more or less of 
uneasiness and pressure through the remainder of 
the month. Thenceforward, or very soon after, 
there was an improved tone of commercial feeling. 
The great mass of doubtful paper and credit having 
been removed, or much reduced, the circulation 
was restored to a healthy state. Markets being no 
longer supposed to be bolstered by undue credit, 
became buoyant for those articles which had been 
most under the influence of the previous discredit; 
and the general trade of the country had, by the 
autumn, and in the closing months of 1837, revived 
to a considerable extent The influx of gold, since 
last summer, has been more rapid than the pre- 
vious efflux ; and as only a twelvemonth ago the 
Bank was encumbered with securities, and drained 
of its treasure, so it has recently become bare of 
securities, and its coffers overflowing. 

The Bank having scrambled through its diffi- 
culties into a position of safety, may naturally claim 
merit from the event. 

There were, however, two circumstances of pos- 
sible, and not at all improbable occurrence, in the 
reduced state of the Bank coffers, between the 
summer of 1836 and the summer of 1837, which 
might have rendered the position of the Bank still 
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more critical than it was, and rendered its escape 
from suspension more doubtful. 

One of the contingences alluded to was that of 
a bad harvest in 1836. If the weather in the south 
of the kingdom had been as adverse for the secur- 
ing of the crops as it had been in the north, where 
the inclemency of the season was little short of 
that of 1816, the necessity for a large importation 
of foreign com, but more especially the exaggerated 
apprehension of the largeness of the supplies re- 
quisite, would have operated powerfully in depress- 
ing the exchanges, and consequently in aggravating 
the other causes of drain on the Bank coffers. 

The other contingency was of a still more formid- 
able description, namely, that of the banks in the 
United States of America having taken all the mea- 
sures of precaution which were open to them, and 
which they ought to have availed themselves of, for 
putting themselves into a position of security, not 
only against the effects of the President's celebrated 
specie circular, which was issued in July, 1 836, but 
also against the effects, which must have been ob- 
vious to them soon after, of the tendency to a con- 
traction of the currency in this country. The 
clear and proper course for them to have pursued 
was resolutely to contract their liabilities ; and if 
they had done so to the requisite extent, the ex- 
changes must have been in such degree and dura- 
tion against this country as would have gone far 
towards the exhaustion of the reduced treasure of 
the Bank of England. To their great discredit 
they did not adopt measures of due precaution, 
and we have seen the consequences in their dis- 
graceful suspension. It would be foreign, however, 
to the purpose of this work, to enter upon the 
question ot the American banking system; the 
only reason for this incidental reference to it has 
been to point out how narrow was the escape of 
the Bank of England, and how much more than to 

X 3 
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its own merit in the escape was owing to the de- 
merit of the American bsuiks. 

In the question immediately before us, it is re- 
quisite, preparatory to entering upon the examina- 
tion of the connection of the state of the general 
circulation with prices in the period now under 
consideration, to bestow a few words upon the 
degree in which the currency was affected by the 
issues and credits of the joint-stock and private 
countnr banks. 

Public attention has been drawn in an especial 
manner, within these two years, to the great ex- 
tension which the system of joint-stock banking has 
experienced, and to the abuse of credit which, in 
some flagrant instances, has marked its progress. 

There has been much of want of knowledge, 
and of want of principle, and of recklessness dT 
consequences, in the management of some of those 
establishments, which have acquired an unhappy 
notoriety ; and there has, apparently, been a per- 
vading want of prudence in the regulation of the 
issues, and in the circulation and re-discount of 
bills of exchange, and in the credits granted by, 
perhaps, a majority of them* 

As regards the issue of notes, there can be no 
doubt that it comes distinctly within the province 
of regulation by the state* With regard to the 
other functions of the banks, they do not come 
necessarily within the cognizance of the legislature; 
but, in as far as they require, for the convenience 
of management, certain facilities and privileges 
which can only be conferred by parliament, 
they become amenable to such restrictions and re- 
gulations as, in the view of the public interest, 
the legislature may think proper to impose as 
the condition of the privileges conferred. It is 
very proper therefore, seeing the abuses of credit 
which have prevailed, that the whole question of 
the system of joint-stock banking has become the 
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subject of enquiry by a committee of the House of 
Commons. That the system has been attended 
with much abuse, and that it requires correction 
and regulation, cannot admit of any reasonable 
doubt ; but I am inclined to think that there has 
been some exaggeration in the charges brought 
against the joint-stock banks, as to the degree in 
which they may be supposed to have interfered 
with the due action of the Bank of England, and to 
have been mainly instrumental in producing the 
fluctuations of credit, and of prices, which have 
occurred within the period now under consider- 
ation. 

In some instances, the increase of the issues of 
notes by the joint-stock banks has been held out, 
by implication, as the measure of the addition 
made by them to the circulation. But the fact is, 
that some of the private banks had merged into 
joint-stock banks. The issues of the private banks, 
probably from this cause, underwent some dimi- 
nution, while those of the joint-stock banks were 
extended ; and it is only the aggregate of the 
issues, by the private as well as the joint-stock 
banks, that is to be considered in its effects on the 
value of the currency. In this view there does 
not appear to be such extravagance of excess in 
the country circulation as has been charged. 

If the joint-stock banks only be taken, the in- 
crease would appear to be very considerable : thus, 

Dec. 26, 1835 - - ^2,799,551 
June 25, 1836 - - 3,588,064 
Dec 31, 1836 - - 4,258,197 

being at the rate of 50 per cent, within the twelve- 
month. 

But if the aggregate issues of the joint-stock and 
private country banks be taken, namely, 

Dec. 26, 1835 - - ^^11,134,414 

June 25, 1836 - - 12,202,196 

Dec. 31, 1836 - - 12,011,697 

x 4 
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it will appear, that the total increase, at the end of 
the twelvemonth, was not quite 8 per cent., while, 
between June and December, there had actuaUy 
been a diminution. And on what grounds the in- 
crease from December, 1835, to June, 1836, can be 
charged as any very great or blameable excess, 
is not very clear. The Bank of England itself, 
during the greater part of the corresponding in- 
terval, had been enlarging its securities, and in- 
creasing its issues ; and the monthly returns indi- 
cated no reduction worth mentioning of bulHon at 
the close of the month of May. The exchanges, 
too, with the Continent of Europe, appeared to be 
high. Down to June, therefore, which was the 
earliest period at which the country banks could 
have notice of any material change in the position 
of the Bank of England, there was no obvious 
ground on which they could consider themselves 
called upon to contract their circulation ; sup- 

Eosing even that they had professed themselves to 
e, and had, in fact, been guided by a view to the 
position of the Bank of England and the state of 
the exchanges. 

But, in truth, when so called upon, they appear 
to have attended to the caU, inasmuch as in the 
quarter ending on the 24th September, 1 836, they 
had reduced their issues by nearly 500,000/., while 
the returns of the Bank of England circulation 
exhibit no corresponding reduction. Thus, taking 
the nearest corresponding dates, the comparison of 
the circulation will stand thus: — 

1856. Bank of England. Country Banks. 

July 2. a^l8,315,000 June 25. ^12,202,196 
Sept. 22. 18,240,000 Sept. 24'. 1 1,733,94-5 

The Bank circulation, as above stated, is from 
the Gazette returns ; but, in a comparative state- 
ment, contained in Mr. Norman's pamphlet, page 
77., the average circulation of the Bank is stated 
to have been. 
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June 25, 1886 - - ^17,184,000 

Sept, 20, — - - 18,147,000 

Here, in this most critical period, when a con- 
traction was imperatively enjoined, there is an in- 
crease of a million, while the issues of the country 
banks had experienced a reduction of nearly half a 
million. 

Can there, then, be the shadow of a pretence 
for the charge, that the issues of the country banks 
interfered with any efforts by the bank of England 
to bring within due bounds the total amount of 
the currency ? The sinning party, if there were 
such, down to this period, was clearly the Bank of 
England. 

There was an increase of the country bank is- 
sues at the close of December, 1836, as compared 
with September preceding, although only to the 
small-amount of between 300,000/. and 300,000/., 
while the issues of the Bank of England had been 
contracted. 

But this increase proves nothing as to any 
counteraction, by the joint-stock banks, of the ef- 
forts of the Bank of England to arrest the drain 
on its treasure. All demand for bullion for ex- 
port had ceased, proving that there was no longer 
any redundancy of the general circulation ; while 
the fact that the country bank issues had been in- 
creased, in however trifling a degree, in that pe- 
riod of pressure and of tendency to commercial 
discredit, proves that, with the exception of the 
one or two notoriously mismanaged joint-stock 
banks, and two or three minor private banks, which 
failed about that time, there was no general dis- 
credit, nor any thing like derangement of the 
country circulation ; and it was well for the Bank 
of England that such was the case, because, if 
there had been any derangement of the country 
circulation, approaching in extent that of 1825-t), 
the drain upon the coffers of the Bank, to supply 
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the chasm, might, notwithstanding the legal tender 
clause, have been to such an extent as, with the 
effects of the superadded alarm, might greatly 
have increased the difficulties of its position. 

There is, therefore, not the semblance of a case 
made out against the country bank issues of Eng- 
land and Wales, as having thwarted the Bank of 
England in the regulation of the currency, be- 
tween December, 1835, and December, 1836. 

But both Mr. Palmer and Mr. Norman intro- 
duce into the discussion (being, as far as I am aware, 
the first instance of such a reference) the state of 
the country circulation of Ireland, as proving the 
great tendency to excess, and the consequent coun- 
teraction to tne Bank of England. 

Mr. Palmer states, that in Ireland the average 
in June, 1834, was 1,300,000/., and in June, 1836, 
was 2,300,000/.* Now, till June, 1836, there had 

* Mr. Norman also remarks upon the extravagance of issues 
of the Irish joint-stock and private banks, because, comparing 
the half-years ending June, 1835, and June, 1836, they increased 
their circulation from 1,713,000/. to 2,291,000/., or about 30 per 
cent. This per-centage sounds very largely, but dw^indles 
to very little if it be confined to the aggregate of the issues 
in Ireland, as it ought to be, for it would Sien fall somewhat 
short of 10 per cent. : thus, 

June 27, 1835 . - ^^5, 140,000 

June 25, 1836 - - 5,629,000 

And if the aggregate increase be taken from the 28th Decem- 
ber, 1834, when the total issues were 5,250,000/., the per- 
centage of increase in June, 1836, would be little more than 
6 per cent. I mention this because it strikes me that stress 
has been too exclusively laid upon the amount of issues of notes, 
whereas the great excess of some of the joint-stock banks, more 
especially the Agricultural and Commercial Bank, was the un- 
due extent and the objectionable nature of the securities upon 
which they made advances. That the excess was not so much 
in the circulation of notes as in the discounts and advances, may 
be shown, not only by a reference to the enormous amount of 
these as compared even with its notes, but by the circumstance 
o€ the aggregate of notes in circulation in Ireland, including 
those of the Bank of Ireland, having been increased, as it was at 
the close of 1836, while the mere credit part of the circulation 
was then greatly reduced. 



w 



1833—1837. 315 

been, as I have already had occasion to observe, 
no sufficient warning by the Gazette returns, nor 
by any contraction of the Bank of England issues, 
of any excess in the general circulation. But, 
why go back to 1834? The whole question, in 
strictness, turns upon the interval between the 
autumn of 1835, and that of 1836; for, at the 
close of 1835, and through the first three months 
of 1836, the exchanges were rising, and bullion 
flowing in, and the Bank of England gave so little 
intimation of apprehension of excess, that it had 
greatly enlarged its securities, and had actually in- 
creased its circulation by upwards of 700,000/. : 
for instance, the quarterly averages were, 

Dec. 17, 1835 - - ^17,821,000 

April 5, 1836 - - 18,063,000 

By Mr. Norman's statement, the increase of the 
Bank of England circulation appears to have been 
greater: thus, 

Dec. 26, 1835 - - jei6,564,000 

March 26, 1836 - - 17,699,000 

At the same time, according to Mr. Norman's 
statement, the whole increase of the Irish cir- 
culation, including that of the Bank of Ireland, 
had been only, 

Dec. 26, 1835 - - ^5,334,000 

June 25, 1836 - - 5,629,000 

This reference, therefore, on the part of the 
Bank, to the excess of the issues in Ireland, as 
contributing to disturb the action of the Bank of 
England, is making mountains of molehills, be- 
sides the inconsistency of having enlarged its 
own issues contemporaneously. 

But, although, upon a fair investigation, it does 
not appear that there was any such excess of the 
country bank issues of notes either in England, 
or even in Ireland, as to justify the charge 
brought against them of having, by those issues, 
interfered with the due regulation of the cur- 
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rency by the Bank of England, the joint-stock 
banks appear to have been instrumental in an 
undue and mischievous extension of credit, by 
discounts, and re-discounts, and advances on per- 
sonal security. At the same time, it is an im- 
Eortant fact, with reference to the vast mass of 
ills of exchange which were the subject of dis- 
count and re-discount, with the endorsements of 
the joint-stock banks, that, in the collapse of cre- 
dit which has followed the late excessive expansion, 
there has been so little of failure or discredit, ex- 
cepting among houses connected with the Ame- 
rican trade, and excepting, of course, the two fla- 
S-ant instances of the Agricultural and Commercial 
ank in Ireland, and the Northern and Central Bank 
in Manchester. It is very probable that, in other 
instances less flagrant, there may have been much 
mismanagement, and much loss to the proprietors 
by bad debts, from the improvidence with which 
the credits must, in some instances, have been 
granted. But still there is no doubt of the fact, 
that no derangement whatever, analogous in kind, 
or approaching in degree, to that which occurred 
in 1792-3, 1796, 1810 to 1812, 1814 to 1816, and, 
lastly, in 1825-6, is chargeable upon the country 
circulation in 1836-7. And I must here con- 
fess that this is a result different from that which I 
had anticipated in the spring and summer of 1836, 
when I heard, on all sides, of the immense mag- 
nitude of the operations of the joint-stock banks. 

That those operations were too extensive to be 
consistent with a due regard, on the part of the 
managers, for the interests of their proprietors and 
the public; that, in short, they participated too 
much in the spirit of overtrading then prevalent ; 
and, perhaps, in their turn, gave additional impulse 
to that spirit, cannot, with the experience which 
we have had, well be questioned. But the com- 
parative exemption from failures, and from con- 
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sequent disturbance of the circulation, under cir- 
cumstances so trying as those which occurred a 
twelvemonth ago, must, in fairness, be admitted to 
form no slight ground for inference in favour of 
the system on which the country bank establish- 
ments, both private and joint-stock, have been con- 
ducted since 1825-6. The private banks seem to 
have profited by the lesson, and by the purification 
which they then received ; and the joint-stock 
banks appear, upon the whole, to have justified the 
policy which led government and the legislature 
to promote the establishment of them. How far 
the principle of unlimited responsibility, which 
(with the exception of the Bank of England and 
the Bank of Ireland, and two of the chartered 
banks of Scotland,) pervades the whole of the 
banking system of this county, may have con- 
tributed to the solidity which it has been proved, 
by the ordeal it has recently passed through, 
to possess, I will not stop to discuss, because it is 
not within the immediate scope of this enquiry : 
I will only on this point observe, that the system, 
such as it is, stands out in pre-eminently advan- 
tageous contrast to the discreditable exhibition of 
the American banks, with their state charters and 
limited responsibility. 

But whatever may have been the merits or de- 
merits of the system under which the circulation 
has been regulated, the immediate question for con- 
sideration is, how far it exercised an undue influ- 
ence on prices within the period under examination ; 
by undue influence being meant, its having caused 
variations of prices greater, and therefore more in- 
j urious, than would have occurred under a system 
in which the regulation of the currency should 
have been conducted with more regard to any re- 
cognised principle than that which has been ob- 
served in the management during the last five years. 

If the description which has been given of the 
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state of markets, from the commencement of 1833 
to the close of 1835, be referred to, it will be seen 
that while one large class of articles was filing in 
price, and was at the commencement of 1836 lower 
than it had been for many years before, many im- 
portant articles, chiefly the raw materials of manu- 
factures, which had been most depressed in the 
preceding epoch, had risen in price. This tendency 
m opposite directions of classes of articles, consti- 
tuting probably nearly equal values, forms a prima 
facie presumption that the currency, as regarded 
its operation on prices, was in a quiescent state. 
But, independently of that ground of presumption, 
it has appeared, or admits of being satisfactorily 
shown, that, in the case of the important classes of 
produce which fell in price, there was a sufficient 
cause in the excess of supply beyond the utmost 
rate of consumption ; while, in every instance of 
a rise of prices, the advance was (with the excep- 
tion only of occasional isolated and short-lived 
speculations, which are incidental to all markets) 
not more than fairly proportioned, according to the 
most sober mercantile reasoning, to the reduction 
of stock which was in progress by a rate of con- 
sumption outrunning the ordinary rate of supply. 

In fact, the only interval in which there can be 
any plausible ground for inferring the possibility of 
a direct influence of the currency on prices, is con- 
iined to the first six months of 1836. During that 
short interval the prices of com, and of some other 
articles that had been most depressed, experienced 
a considerable advance, at the same time that cot- 
ion, silk, and other raw materials of manufactures, 
and the metals, which had before been rising, ex- 
perienced a still further rise. This state of simul- 
taneously rising markets of the largest proportion 
of the leading articles of consumption, coincident 
as it was with an extraordinary spirit of speculation 
directed to joint-stock companies, has served to 
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countenance the impression that the markets for 
produce, as well as tne share markets, were under 
the direct influence of an unduly enlarged circula- 
tion. That the circulation was unduly enlarged 
and redundant, and that the rate of interest was 
unduly kept down, looking to what was going for- 
ward in the United States of America, and in the 
formation of joint-stock companies in this country, 
I have already had occasion to observe. And there 
is reason to believe that this state of the circulation, 
although it had not excited, yet allowed of a greater 
extension to the spirit of speculation in shares, 
than would otherwise perhaps have taken place. 
But very little if any part of the rise of articles 
of produce in the spring of 1836 can be referred 
to the state of the currency, inasmuch as, in the 
case of every article that had risen, the state and 
prospects of supply were such as, upon mercantile 
grounds, in the opinion of the persons best ac- 
quainted with the trade, fully justified the rise.* 
The best proof that the rise was so justified, as 
regarded the raw materials of manu&ctures, is, that 
even at the advanced prices, there was apparently 
an insufficient check to the consumption, which, at 
the rate at which the manufacturers were proceed- 
ing, threatened a complete exhaustion of stock 
before the period of fresh arrivals to a sufficient 
extent. And many of the manufiicturers, including 
those of the metals, had, as has already been noticed, 
more orders on hand than, in several instances, they 
could execute in the ordinary time. Of the grounds 
for the rise in corn an explanation has already been 
given. 

But if the grounds stated for the advance of 
prices in the spring of 1836 were not so obviously 

* Silks may perhaps be considered as an exception, the article 
having been purchased largely, and held on credit, by one house 
which failed in January, 1837, and the sale of .whose stock con- 
tributed, with the forthcoming fresh supplies, to the subsequent 
depression of the market. 
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adequate as they are, the presumption against any 
direct operation of the circulation, and of the low 
rate of interest, in having produced or maintained 
that advance of prices, is the strongest possible on 
another and a perfectly decisive ground. If the state 
of the currency and the money market had been 
the originating, or even a considerably co-operating 
cause of the rise, the change in the money market, 
and the contraction of the credit part of the circu- 
lation, must have had an immediate effect in de- 
pressing prices to the level from which they had 
risen. Whereas from the beginning of July, 1836, 
when the Bank raised the rate of discount, till 
nearly the close of the year, being an interval of 
extraordinary pressure on the money market, and 
of contraction of credit, there was no great or 
rapid fall, even of those articles which had attained 
scarcity prices, and certainly no greater fall than 
the additional actual and approaching supplies 
warranted ; and none but the articles whicn had 
risen in consequence of deficient supplies, or, in 
other words, of scarcity, and which therefpre na- 
turally fell when the deficiency was about being 
made up, experienced any fall. 

Indeed, it must be within the recollection of 
most mercantile men, as it is distinctly within my 
own, that in the summer, and till a late period in 
the autumn of 1836, it was a common topic of 
remark, accompanied by an expression of surprise, 
that, seeing the great and increasing pressure on 
the money market, and the vague apprehension 
then prevalent of coming mischief, there was so 
little pressure on the markets for produce, some 
being actually rising, and that there was thus far 
so little of commercial discredit or failure. The ex- 
planation that then presented itself was, that the 
stocks of goods on hand were still very moderate, 
while the demand from the manufacturers was 
going on at the accustomed rate j and that there 
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was no ground for commercial discredit, because 
there had been no such fall of prices as to entail 
heavy losses. A large proportion, the largest in 
amount, did not decline at all, while some of the 
most considerable, com for instance, rose progres- 
sively in price through the whole of the pressure 
in the money market, from July to December, 

1836. This circumstance is the more to be ob- 
served, because by some persons who have treated 
of events connected with the pressure on the 
money market in the last six months of 1836, 
while denying that the regulation of the Bank 
issues had any influence, the mere rise in the rate 
of discount is supposed to have caused a general 
fall of prices; and by other persons the fall of prices, 
although admitted not to have been general, is 
ascribed to a contraction of the Bank issues. 

But, although so little if any of the variations 
of the prices of produce before December, 1836, 
can be traced to the influence of the circulation, 
the extreme depression which occurred in the 
markets for some important articles, in the interval 
between the commencement and the autumn of 

1837, may be considered as having been influenced 
in some degree directly, but in a greater degree 
indirectly, by the circulation and the state of the 
money market. 

The high prices in 1835 and 1836, of cotton, 
silk, and other raw materials, and the prevailing 
opinion that the supplies from existing sources 
could not keep pace with the rate of consumption, 
unless at permanently higher prices, held out strong 
inducements to bring forwara the utmost quantities 
obtainable. And such being the strength of the 
motives for making every effort to brine forward 
greatly increased supplies, the low rate oi interest, 
and the facilities of credit in this country, allowed 
of higher prices being paid abroad, and of conse- 
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quentJy bracing forwsHrd hrger dntt the usual 
quantities. 

It was ibe {aJSing dne hi 1837 of a great part of 
tlie Mils diawn, upon the large credits against ship- 
ments made, or to be made, wmcn contributed to 
die commerdal embarrassments that marked the 
oomfnencement of that year ; and the fimred salea 
required to meet diose engagements, m the ex- 
tracted state of the circulation and of credit whicA 
then existed, would naturaUj create an extreme 
^lepression. This was the case especiallj with 
eottons and silks. And as the demand for mann- 
^tured goods for shipments t6 America, midel' 
the influence of the overtrading which prevailed 
^here, contributed to the rise of prices here, in 1836, 
"BO the suspension or great abatement of that de«- 
mand operated necessarily to a considerable extent 
in depressing the prices of the raw materials^ of 
the manufactured goods calculated for the America^ 
matkets in 1837. 

Thus, the facilities of the money market in 
1885-^ may be considered as having contributed 
to swell the importations of some particular artic^les 
in 1836-7> at higher prices than would otherwise 
have been paid, while the subsequent instable 
pressure on the money market entailed the neces- 
sity of sales of the increased quantities ^f those 
articles at greatly feduced prices. 

To this extent, therefore, the variations in the 
irtate of the circulation, and of the money market^ 
*!ay be considered as having operated upon the 
prices of some particular descriptions of produce. 
jBut it is nut in this limited sense, which anKHintii 

^ The mettrlB participated in the depression from this canse, 
at tome part of the previous rise had been owing to the denttvid 
for the United States. This applies particularly to iron, the 
orders for railway bars for America being then suspended, or 

Seatly reduced ; but the fall was inconsiderable compared with 
e previous rise. 
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to little more than thie supposition of an indirect 
and partial influence on markets^ that the effects of 
variations in the state of the circulation^ and of the 
money market, are oommonlj supposed to have 
operated. The increase of the circulation, and the 
low rate of interest, are sufq)osed to have operated 
directly^ independent of other grounds, in afford^ 
ing motivesy as well as means^ for raising prices, 
£>r the rise of which there was no other cause ; 
as, on the other hand, that the mere circum- 
stance of a contraction of the circulation, and a 
pressure on the money market, formed a sufficient 
ground for a fall of prices, without any reference 
to the circumstances peculiar to the article. Of 
any direct or general influence of this kind by the 
currency on the variations of markets for produce, 
-in the period under consideration, there is not, I 
will venture to say, as the result of the most 
minute investigation, any trace to be found, ao- 
cording to any obvious understanding of the mod^ 
in which an increase or diminution of the quantity 
of money is considered to operate.* 

* The error, for such I conceive it to be> of the prevailing 
opinion, which ascribes to the occasional great variations in the 
amount of the circulation, and in the state of credit, a direct ope- 
ration on general prices^ arises from not distinguishing between 
those alterations in the quantitv of money which — as in the case 
of a permanent increase or diminution in the produce of the 
mines, or in the case of an altered distribution of the precious 
metals according to certain laws, or in the case of a compulsory 
paper money issued by Government — enter into all the chan^ 
neiB of circulation, and act directly upon ail objects of exchange ; 
from those alterations in the quanti^ of money which are the 
consequence of the varying balance of trade, and of the disturb- 
ing causes which operate on the markets for particular descrip- 
tions of produce, and on particular branches of trade, and on the 
money market. The movements of the precious metals for the 
mere purpose of the adjustment of international balances^ may 
occasionally be on an extensive scale without affecting the chan- 
nels of circulation, or acting therefore upon the prices of com- 
modities and labour. And so, likewise, of^ the variations in the 
amount of paper money issued on terminable lecurities : it de* 

Y 2 
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There is, however, a point of view in which, by 
a very strained construction, the state of the cir- 
culation, and that of the money market, but more 
properly speaking the state of credit in this country, 
may be considered as having operated in raising, 
or rather as having contributed to raise, the prices 
of raw materials in this country in 1835, and in 
the commencement of 1836. 

Among the concurrent causes of the demand 
which existed at tliat time for our manufac- 
tures, were the orders from the United States 
of America. As those orders were transmitted 
through the medium of first-rate London and Li- 
verpool houses, with confirmed credits, the ma- 
nuracturers proceeded in the execution of those 
orders on the best grounds possible. The em- 
ployment thus given to the manu&cturers was 
necessarily the occasion of demand for the raw 
materials ; and such was the extent of that demand, 
that, as we have seen, it outran the usual supply, 
and occasioned the rise of prices, which was not 
greater than the reduction or stocks justified. The 
event, ho.wever, has shown, that the orders from 
America proceeded upon an exaggerated anticipa- 
tion of consumption, and that the importers, in act- 
ing upon that exaggerated anticipation, operated on 



pends upon the circumstances under which the issues are made, 
whether they enter into circulation at all, and whether they do 
not merely add to the deposits in the hands of bankers, or of the 
Bank of England. Or, if they enter into the circulation, they 
may be confined to the markets for securities, or they may enter 
partially into some markets for produce, or some branches of 
trade, which, from circumstances specially affecting them, re- 
quire and call forth an increased amount of circulating medium. 
But in none of these cases would the increased amount neces- 
sarily affect general prices. 

It may also here be observed that variations in the balance of 
foreign payments, and consequently the exchanges, are liable 
to be influenced by the rate of interest and the state of credit, 
as well as by the prices of commodities and the state of trade. 
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credit to an extent much beyond the due propor- 
tion to their capital. But speculative operations 
on credit, beyond the due proportion to capital, so 
that, in the event of the anticipation not being 
realised, the operators are unable to fulfil their en- 
gagements, are of the very essence of overtrading ; 
and overtrading, in this sense, has been exemplified 
on an extraordinary scale, in the state of things 
in America, in the two years preceding the last. 
The overtrading in imports into the United States, 
which contributed to the demand for our manu- 
fectures, was, doubtless, ministered to by the un- 
bounded credit which was given, by the eminent 
houses in that branch of trade in this country, to 
the importers abroad. And, as it was the extra- 
ordinary facility of the money market, in other 
words, the low rate of interest, and the reliance 
on its continuance, which induced the granting of 
such an extent of credit from this side, it may be 
contended that the state of the money market in 
1835 contributed to raise prices.* 

This, however, is a refinement, in bringing the 
state of the currency to bear upon the elevation of 
prices, which, if admitted, would only introduce 
more confusion of ideas than already prevails on the 
subject. The overtrading in America, doubtless, 
could not have gone to the extent which it did 
without the credit given from this side ; but the 
inducements to give the credit, and the apparent 
grounds for reliance on a continuance of the low 
rate of interest, and of the state of confidence 
which prevailed here, might equally have existed in 
a perfectly unvaried amount of the currency, as 

* To some extent the same reasoning will apply to orders 
received from other parts of the world for manufactures from 
this country in 1835 and 1886; and there was room for suspi- 
cion at the time that some part of the unexampled demand for 
our manufactures might be speculative, although unconnected 
with speculation on this side in the usual sense of the word. 

Y 3 
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indicated by the issues of Bank of Ei^iand and 
country bank notes; and the charge against the 
Bank» for adding to its securities in violation 
of its rule in the autumn of 1835, is not so 
much that it was the means of adding to the 
amount of the currency, which, in point of fact» 
it did not, or only in the most trifling degree, 
but, that, by a violent effort, and a departure from 
its custom, in lending a large sum to the money 
dealers, below the rate to the public, it forcibly 
caused a temporary reducticm of the rate of in-^ 
terest, thus facilitating and promoting those cre- 
dits precisely at the time when an increase of the 
rate of interest, and a contraction of the circulatioD,. 
were specially indicated. 

But, although, as regards the markets for goods, 
there is not a trace of any direct influence <;^ the 
amount of the currency, or of the rate of interest, 
on the rise of prices of produce in 1835-6, the 
case, as relates to the share markets, is different ; 
both the inducement to adventure, and the means 
of investment in joint-stock companies, are alike 
promoted, by a low, and above all, by a faUing 
rate of interest * ; and there is, accordingly, every 
reason to believe that the low rate of interest 
in 1834 and 1835, and the reliance upon its 
continuance, with a vague expectation of a further 
fall, such reliance and expectation being coun- 
tenanced by the operations of the Bank of England, 
in the re-issue of wliat they call their extra de- 
posits, most powerfully contributed to extend, 

* The present state of excitement in the market for shares at 
Paris, furnishes a proof that an almost purely metallic currency 
is not a sufficient preservative from occasional extravagance of 
speculation. The rate of interest is, indeed, very low there ; 
but so it has been before, without giving rise to the manifest- 
ation of any spirit of speculation* At tlie same time it is to be 
observed that a moderate rate of interest, or, at all events, an 
easy state of the money market, ami of credit, is essential to the 
extensive prevalence of such a speculative mania. 
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although they may not have originated, the 
system of joint*stock companies, and, more espe-; 
daily, of jointrstock banks. At the same tirae^ 
with reference to the joint-stock banks, and su£b 
of the other joint-stock companies as have survived 
the pressure on the money market and the shook 
to credit of last year, and whose shai es at this, time, 
when greater sobriety and caution prevail, aie 
saleable at a premium, the investments in them 
may fairly be considered to have been originally 
justified, and to be proceeding on safe grounds* 

Upon the whole, looking back to the two past 
years, the disturbance of credit and of prices, al«. 
though remarkable in some of its features, has beea 
much less than has been witnessed on several for*? 
mer instances of transition from an undue extension 
of credit to a commercial revulsion. On the re^ 
cent occasion, it seems to have been very much 
confined to the branch of trade, a vesy important 
one indeed, in which the most notorious over- 
trading prevailed. And it is a tribute to the ge- 
neral soundness of the commerce and manufactures 
of the country, that so violent a derangement should 
have occurred, in that extensive branch, with so 
little apparent mischief to any other of the great 
branches of commerce. And, as to prices, with the 
exception of cotton, silk, and tea, which were more 
or less the clear result of overtrading, there has 
been no extraordinary fluctuation ; none^ indeed, 
beyond those which are incidental to the ordinary 
course of markets. 

Before closing this view of the state of the cir- 
cula,tion, it may be right to advert to the position 
of the Bank, and to the stat^ of the country bank 
issues, at the close of 1 837* 

On the 14th of December last, the position of 
the Bank of England was, 

Circulation ^17,998»000 Securities 4^22,727,00^ 
Deposits 10,195,000 Bullion 8,172,000 

Y 4 
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This great diminution of securities, while there 
had been so great an influx of bullion, has been 
the occasion of animadversion, on the manifest in- 
consistency of the conduct of the Bank, with the 
rules which the directors profess to act upon, of 
keeping their securities uniform. 

Mr. Loyd, who is deservedly looked up to, in 
discussions on this subject, uniting, as he does, 
clear views of general principles with great ta- 
lent of exposition, and with most extensive know- 
ledge of the business of banking, published in 
February, 1837, "Reflections suggested by Mr. 
Horsley Palmer's Pamphlet,** containing strong 
animadversions on the conduct of the Bank, in 
having, in violation of its rules, extended its secu- 
rities, in the autumn and winter of 1835-6, and 
in having continued an excess of securities, beyond 
its rule, in the face of a rapidly diminishing quan- 
tity of bullion. In his remarks, urged with great 
point and effect, on the inconsistency and the im- 
policy of the conduct of the Bank on that occasion, 
1 fully concur. 

In a recent publication, by Mr. Loyd, entitled 
" Further Reflections,*' &c., the conduct of the 
Bank is again remarked upon, for the discrepancy 
of its position with that which, according to the 
principle announced by the directors, it ought to 
exhibit. 

Mr. Loyd expresses great objections to the rule 
itself, and further animadverts on the inconsistency 
of the Bank, with reference to it, in the following 
terms, page 18. : — 

« We are not ourselves disposed to lay too much stress upon 
this rule, inasmuch as we conceive that steadiness in the amount 
of the securities is a principle applicable to the management of 
currency only, and wholly mapplicable to the conduct of bank- 
ing operations in any form. When it is applied to the combined 
operations of the Bank in her double capacity, we conceive 
that it is impracticable, and the published accounts seem to 
verify this opmion. 
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'* We will, therefore^ pass on to the next and far more im- 
portant consideration to which an examination of the foregoing 
table will necessarily draw our attention ; that of the relation 
between the fluctuations in the amount of circulation and those 
in the amount of bullion. 

<< It will be observed that during the year 1837 the amoimt 
of bullion has been steadily increasing, being at the end of the 
year double the amount at which it stood at the beginning of 
It. Now it is clear that had the circulation been metallic, it 
would, during this time, have increased to the extent to which 
the bullion m the Bank has been augmented, t. e. nearly four 
millions, and, consequently, if the paper circulation be made to 
vary as a metallic circulation would have varied, it will during 
this time have undergone an increase of nearly four millions. 
But upon turning to the column of circulation, we find that it 
stands now at nearly the same amount at which it stood when 
the bullion was at the lowest point; and that it has actually 
undergone a large reduction during the last three months con. 
comitantly with a large increase of bullion. 

<< But die Bank laid down other rules than this for its guid- 
ance, and it has been contended that the Legislature and the 
public gave an implied acquiescence in those rules. Let us, 
then, try the proceedings of the Bank by them. 

*' One of these was steadiness in the amount of the securities, 
upon which we have already made all the remarks which it seems 
to require. 

" The other rule was, that the fluctuations in the amount of 
bullion should be met by a corresponding fluctuation in the ag- 
gregate amount of circulation and deposits. Against the sound- 
ness of this rule we urged, on a former occasion, what appeared 
to us to be conclusive objections ; but if the conduct of the 
Bank during the past year be tried by this test, the condemn- 
ation of it will even be more conclusive than when tried by the 
rule for which we have contended, 

<< In March, 1837, it was maintained in Mr. Palmers Reply 

. ^.) < that the Bank has acted up to the principle declarea in 
the year 1832, before the Committee upon the Bank Charter ;' 
that principle being that the joint liabilities of notes and depo- 
sits were to vary as the amount of bullion. Let us, therefore, 
compare the account rendered by the Bank at that time with 
the account last published by her. 

March 7. 
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Circulation - ^18,178,000 
DeposiU . 13,260,000 

Joint Liabilities jf 31,438,000 



Bullion - ^4,048,000 
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Circulation - ^17,998,000 
Deposits • 10,196,000 

«^28, 194,000 



December 14, 

Bullion - «£8,1TS,000 



^ By thb statement it appears that the bullion has hicreased 
4J 24,000/., whilst during the same period the joint Habilitiea 
have diminished, not increased, 3^244,000/. Therefore it is 
clear that the joint liabilities have not varied as the bullion has; 
varied, and consequently the rule laid down by the Bank has 
not been observed. 

** It is equally clear by the table that the circulation has not 
varied as the bullion, and therefore the rule contended for by 
us has not been observed. 

*' Let us now contrast the amount of securities at these two 
periods^ 

March J. Securities - «^S0,579,000 

Dec 14. Ditto - 2?,727,00Q 



» p 



Decrease of Securities sS 7,852,000 



'< Here we find ^ very large dimiBmion in the amoj^nt of t e- 
purities ; what amount the Bank will contend ought to be struck 
out of the account as arising out of deposits of an unu3ya] ipid^ 
extraordinary character it is impossible for us to say ; bijyfc it is 
hardly possible to believe that so great a diflEerenc? in the amount 
of securities can be satisfactorily expl9.ii[ied on such, g^oundsn" 

Before charging the Bank with incoDsistenc}^ in 
having reduced its liabilities and securities, an^ 
allow^ the influx of bullioi;! to take place^ without 
having made an addition to the circuJatioB equal 
to the addition to its treasure, something definite 
should be stated as to the amount of bullion which 
the Bank ought to have in view to pQss^s» in order 
to be in a safe and satisfactory position. The d^ 
sideratum with this view has been held by the Bank 
directors to be about one third of its liabilities. 
This, taking the average of the liabiUties for some 
years past, would make the desired amount of 
treasure about ten millions ; and, as far as the 
eventful experience of the last fourteeq years,i 
namely, since 1824, can serve as a guide for judg- 
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meiit on Xhi» point, there appear to be good 
grounds for bdieving that not less than ten miUims 
can ever be considered a3 a 3afe poaitioiQ of its 
treasure, aeej^g the 3udden calls to whidii it '^ 
liable. 

As long as the Bank of England holds tbe situ^ 
atiou which it doe9i» ita coffers must of necessity 
serve as the resource for all the other banks in the 
kingdom, to supply any casual denpand for goJd 
beyond their ordinary current pumoses. And it 
is upon the treasure o& the Bank of Epgland that, 
all the densiaud for export operates, when either 
the balance of trade^ w foreign financial operations^, 
or a temporary surcharge of our own cirqulatioOj^ 
entail a sudden call for payments abroad, to aji \in« 
usual extent, which can be supplied only by tb^ 
transmission of bullion. 

. Just before the drain on its coffers in the aiAtqmn 
of 1830 was first felt, the treaaure amoui^ted to 
11,150,480/., namely, on the 31st August of that 
year. And the Bank, acting consistently with its 
assumed rule of keeping its securities even» and 
remaining otherwise in a perfectly passive state, 
that is, without an effort, and without any sensible 
disturbance of the money market, surmounted the 
drain, which wa& of rather a formidable character, 
having carried off from the Bank nearly seven mil- 
lions of bullion in less than eighteen months. Now„ 
if the treasure at the commencement of the drain 
had been only half the amount, or even between 
seven and eight millions, very violent measures in 
the way of reduction of securities, and contraction 
of the issues, must have been resorted to, attended 
by a great disturbance of the money markets On 
the other hand, if the Bank had not arrested the 
influx of bullion in the spring of 1836, -or had 
taken effectual measures while the tendency was 
in that direction to raise its bullion to one third of 
its liabilities, it would not later in the vear have 



'1** 



332 PRICES AND CIRCULATION, 

found itself, as it did, in the humiliating predica- 
ment of being obliged to support the Northern 
and Central Bank, as a measure of self-preserv- 
ation, against its own interests, and that of the 
public. It is not therefore very consistent, on 
the part of those who blamed the Bank for having 
extended its securities in the autumn of 1835, to 
reproach it for not extending its securities, and 
thus stopping the influx of bullion, in the autumn 
of 1837, before the amount had reached to the 
desideratum of one third of its liabilities. 

And the propriety of the conduct of the Bank, 
in being passive under the influx of bullion till it 
turned tne amount of ten millions, is becoming 
manifest in the security which is now felt in &cing 
the rising demand for gold for shipment to the 
United States. 

It has been charged against the country banks, 
that it is their tendency, while speculation is abroad 
and prices rising, to over issue ; and that in periods 
of stagnation and distress, their tendency is the 
opposite, namely, suddenly and unduly to contract 
their issues.* This may be generally true ; but, 
on the recent occasion, there seems to Have been 
no such violence of contraction, as far as relates 
to the issues. We have already seen that, taking 
the aggregate of the country bank circulation, there 
was no such enlargement, either in point of time or 

♦ Mr. Norman observes, p. 90., " It is necessary to call the 
reader's particular attention to an evil as completely inherent 
in the present system of paper issues in this country as the ten- 
dency to over issues, when a spirit of speculation is abroad, 
prices rising, and the rate of interest high ; viz. a directly oppo- 
site tendency, a disposition on the part of all banks to contract 
their circulation in periods of stagnation, distress, and quiescence, 
in a greater degree than could occur with a metallic currency, 
or paper regulated on a metallic basis. The mischief above- 
mentioned has been oflen alluded to in this pamphlet, but has 
not been dul^ appreciated by the public ; yet its effects are, 
perhaps, as disastrous, except that they do not involve insol- 
vency on the part of issuers, as its opposite." 
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of amount, as to justify the imputation of having 
counteracted any efforts of the Bank of England, 
if such had been made by it, to reduce the circula- 
tion after the drain of its treasure had commenced ; 
for that, when the necessity for some contraction 
had become urgent, namely, in June, 1836, a re- 
duction of the aggregate of the country circulation 
had taken place in the quarter following, the amount 
having been less by nearly half a million on the 
24th September than on the 25th June ; ^ and that 
in the quarter ending the 31st December, 1836, 
when the exchanges no longer caused any demand 
for bullion for export, and when the pressure on 
the money market had become very severe, the 
aggregate of the country bank issues was somewhat 
enlarged compared with the preceding quarter. 
Thus far, therefore, there appears to have been 
no ground for the charge. In 1837 there was a 
reduction of the aggregate issues ; but consider- 
ing the great fall of the share markets, and of 
the cotton markets, in the great manufacturing 
districts, where the prices had in the spring and 
summer of 1 836 been most elevated, it may be 
matter of surprise that the reduction of the country 
circulation was not greater in the early part of 
1837 than it proved to be. For as the very ex- 
tensive dealings in shares in Lancashire, and in 
some of the other great manufacturing districts, 
besides the extended transactions at advanced 
prices, for cotton, in 1835 and 1836, entailed as 
a necessary consequence an extension • of paper 

* If the currency had been purely metallic, there must, under 
the circumstances, such as they existed in the great manufac- 
turing districts, but more especially in Lancashire, in the autumn 
of 1835, and the spring of 1836, have been a considerable in« 
crease of the circulation in those districts. The rise of the 
prices of goods was from an external demand ; and the large 
mvestments in shares were from real local capital. If, therefore, 
the local banks had not supplied the increased amount of paper 
and credit requisite to circulate the goods at the advanced 
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and credit ; so a &11 in the mark^s for shares, 
and for cottons, in the spring of 1837, necessarily 
-caused a reduction of paper and credits The 
quarterly t^tums of country bank issues were, 

iE^ivate. Jbint-stock. Total. 

•Sept. 24*, 1886 if 7,765,000 ^^£^,969,000 jfl 1,784,000 
Aprii I, 1837 7^276,000 8,755,000 11,031,000 

Amd it is to foe observed, that in that interval the 
<^irculation of the Northern and Centtiai Bank had 
been withdrail^n, amounting to between 300,000^. 
and 400,000/., whic9i had been replaced by notes 
^ the Bank of England ; so that the aggregitte 
of the issues of the Bank of England, and of the 
English Country banks, on the average of rtie quarter 
^diiig in April, 1837, was less by only about 
400,000/., than it had been in the quarter endWig 
fti September, 1836. A diflference to this extent, 
>vhich is often elcceeded by the Variat&oliB of daily 
payments, cannot, it is to be presunved, be magnified^ 
ny the most violent exaggeration of the currency 
theory, into such importance as to be supposed by 
any possibility to have had any influence 'on prices 5 
more especially as the diminution, trilling a^ it was, 
JbU&wedf instead of preceding^ the fall of prices 
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prices, and the transfers of real capital embarked ill the rail- 
Ways and other of the more solid jomt-stock undertakings, the 
deficiency muHt haye been supplied by the Bank of England, or 
from the metropolitan circulation. The contraction, in thait 
case, of the latter, would probably have raised the exchange ; 
and the influx of gold would have been somewhat greater tnan 
it proved to be. It may be supposed that no rise of produ<!e 
and of shares could have occurred in Lancashire without the 
trantfraisBiiAi of cottx>n, &c^ and of shares, from the metropolis, 
xM: from other part6 Ihither. But the Lancashire markets were 
<Che abscrrbhig and regulating markets for those descriptions of 
goods, and fot* shares. In ract, the goods could hardly be said 
to be interchangeable at all with the metropolis, in the ^ense in 
'which they "^vouJd be supposed to restore the former proportion 
<6f circulating medium. And the prices of railway shares in the 
London market were kept up in some instances mainly by the 
^demand from Lancasiiire. . . 
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whteh hiid occulted in that irttervaV. Not cati the 
difference in the Quantity of money, as depending 
on the amount or bank notes, be, by any much 
neai^er apj^poach to jK>ssibiKty, considered as having 
been the cau96 of the derangement of credit which 
occurired in thai ititetva!. The ftirther fall of prices 
which occurred in the summeir of 1837 necessarily^ 
caused a further reduction of the "Country circula- 
tion, which seems then to have reached its lowest 
point ; the aggregate issues in the quarter ending 
1st October having been 10,142,049/. 

By the usual (^ration of increased confidence, 
and improving markets, the country circulation 
experienced a moderate enlargement towards the 
close of 1837> having risen, on the 30th December, 
to 10,870,135/. And, in order to show how little 
there was of variation in the quantity of money, 
as exhibited in the aggregate issues of the Bank of 
England and the English country banks, to ac- 
count for the great variations of credit and prices, 
it may be sufficient to state the comparative amount^ 
according to the Gazette returns, of the quarterly 
averages, at the close of eath of the four laM: yeara, 
namely, of 

1834, - - ^28,965,828 

1835, - - 28,455,414 

1836, •- - 29,372,697 

1837, - - 28,877,135 

It is quite impossible, looking at these figures 
(and the same, or nearly the same, result woiud b^ 
exhibited by the yearly averages), without being 
struck by the utter inadequateness in point o£ 
atfiount, besides the discrepancy in point of time> 
of these veiy small variations, to account for the 
ilactuations of prices, divergent as these were^ 
and for the contrast between the extreme of confix 
dence during the fifst two thirds of the period, and 
the great derangement of credit in the subsequent 
)>art of that period. 
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A table, exhibited by Mr. Norman, of the issues, 
not only ojf the English but also of Irish bank notes, 
affords, if possible, a stronger presumption of the 
negative of any influence from mere variation of 
the amount of Bank notes on the fluctuations of 
prices, and the vicissitudes of commerce, which 
have been experienced in the last three or four 
years. Thus, for instance : — 





Avcng* eireitlk- 
tkMu-Bnk at 


ENGLAND. 

Jofai(.«t(ick and 
priTste bmki* 


IRELAND. 

Awnfc uBooat 
flTiiotwhalf. 

JmHj. on wkleh 
oompoiitkio Is 
|«ld by Jotot. 

tkm.-Bnkat 
lnl«Bd. 


TOTAL. 


June 28, 1834. 
Dec. 28, „ 
Dec. 26, 1835. 
Dec. 13, 1836. 


£ 

18,689,000 
17,070,000 
16,564,000 
17,361,000 


£ 

10,518,000 
10,659,000 
11,134,000 
12,011,000 


£ 

5,036,000 
5,250,000 
5,334,000 
5,864,000 


£ 
34,243,000 
32,979,000 
33,032,000 
35,265,000 



I have not the return for Ireland in 1837, but 
that is not mateiial ; the inferences from the above 
being sufficient. For here we have, in June, 1834, 
when there was a prevalence of perfect quiet in the 
markets for produce of every kind, a total of issues, 
Scotland excepted, amounting to 34,243,000/.; 
while in the year and a half following, when there 
was a tendency in most articles (the agricultural 
produce of the United Kingdom excepted) to rise 
m price, the aggregate circulation appears to haye 
been less by upwards of 1,200,000/. How then 
is it possible to assign variations in the quantity of 
money, indicated by those issues, as the causes 
that originated, or even promoted, the fluctu- 
ations of prices, and the viscissitudes of com- 
merce, seeing that the main impulse to the rise 
of such articles as experienced the greatest ad* 
vance of prices f corn excepted), and to the great 
extension of creait, originated and was in progres- 
sive operation for several months anterior to the 
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close of 1835 ; the phenomena both of prices and 
of credit, in the early part of 1836, having been 
but the development of the causes previously in 
operation ; while, with a marked increase in the 
aggregate amount in the quarter ending in Decem- 
ber, 1836, there was a severe pressure on the money 
market, accompanied by a fall of prices c^ those 
articles which had been previously raised by an 
exaggerated demand in particular branches of com- 
merce that had been obviously under the influence 
of extensive overtrading ? 

The truth is, that the rise of prices and the ten- 
dency to overtrading were partial, and were allowed 
to proceed to the length that they did by the general 
confidence and the low rate of interest which then 
prevailed, and which admitted of an expansion of the 
medium of credit to the full extent of the force of 
opinion acting in any particular direction ; or, in 
other words, gave full scope to the spirit of specu- 
lation, and the tendency to overtrading which existed 
in the share markets, and in the trade with the United 
States, and in a smaller degree in the China trade* 
That the operations of the joint-stock banks, by an 
undue use of their deposits*, and of their credits 

* Col. Torrens, in his " Letter to Lord Melbourne," builds a 
very ingenious argument on the hypothesis, *< That deposits 
with solvent banks form a component part of the general medium 
of exchange, and perform the functions of money just as effec- 
tually as the coin and bank notes actually in circulation ; and 
that the practice of merchants and others in keeping their cash 
with bankers, and the practice of bankers in employing the cash 
thus placed in their hands, have the effect of increasing the 
general medium of exchange by the amount of that portion of 
the cash of their customers which bankers may find it prudent 
to employ.'* In elucidating these positions, and in drawing 
some extraordinary conclusions from them, Col. Torrens refers, 
in support of some of his views, to a paper which had been 
communicated to me by Mr. Pennington, and which was 
appended to my letter to Lord Grenville, published some 
years ago. In that paper, Mr. Pennington took occasion to 
show that the employment by the London bankers. of a portion, 
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in the great extension of thdr discounts, and c^ 
their advances on mere personal security, allowed 
of a wider and longer range to the speculatioRS 
in shares, and to the overtrading which pre- 
vailed to such an extravagant length in the 
American trade, cannot be doubted. But the 
joint-stock banks could not have proceeded to 
the length that they did, in the way of discounts 
and book credits, had it not been that the Bank of 
Englanil, by its large loans to the money dealers^ 
in the autumn of 1835, afforded the resource of re- 
discount to an enormous amount. The money 
dealers acted strictly within their vocation in 
taking the money offered by the Bank at a low in-* 
terest, and in simultaneously lending it upon what 
then, according to all human means of judging^ 
could not but be deemed undoubted and readily 
convertible securities, at the moderate additional 
interest which constitutes the profit of their 
business.r And if blame attaches to either or 
both of those parties, it must apply in a still 
greater degree to the Bank of England, which^ 
notwithstanding its view of the existing tendency 
to a dangerous excess of credit, contributed in an 
extraordinary degree, and by an unusual mode, to 
aggravate that tendency, if not to create that very 



greater or less, of their deposits in discounts and in advancev 
by book credits, operated on the circulation ki a manner 
analogous to the issues of the promissory notes of country 
bankers. On some of the points connected with this statement. 
Col. Torrens appears to have misconceived the meaning of Mr. 
Pennington, who has, in consequence, addressed a letter to me, 
explanatory of his views on those pomts, taking occasion to 
make some further observations on the effect of deposits, and 
the maimer and extent of the employment of them, on the 
amount and value of the currency. As these are points 
of considerable importance, and as Mr. Pennington takes a very 
scientific view of them, I, with his permission, insert his letter 
(Appendix, p. 869.), and recommend it strongly to the attention 
of the reader. 
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excess which it apprehended ; instead of adopting 
the very opposite course, the means of which so 
opportunely presented themselves, of simply not 
re-issuing the lar^e casual addition to its deposits. 
. According to this view, if it be correct, the prin* 
cipal error of the Bank, that error to which some, 
although perhaps not the greater part, of the mis- 
chief in 1836-7 ni^y he ascribed, not indeed in its 
origin, but to some extent in its progress, is not to 
its management of its issues, but of its deposits, and 
of the securities in which those deposits were in* 
vested. And it does not appear very clearly that, 
if the footing of the currency had been that of a 
circulation of notes exactly varying as a metallic 
currency would do, or if the business of the Bank 
had been strictly separated into two department8» 
the one confined to the issue of notes against gold, 
or of gold against notes, and the other allotted to 
its general banking business, the disturbance of 
trade and of credit would have been less than it 
was. Indeed, it would depend upon what might 
be considered as the proper proportions of securi* 
ties and bullion to be held against the notes, 
whether it would not have been greater. If, for 
instance, one third of bullion to the circulation 
were deemed sufficient then, as in the quarter 
ending in October, 1835, the circulation was about 
eighteen millions, and the stock of bullion about 
six millions, the further influx of bullion to the 
extent of nearly two millions, which took place in 
the following six months, would have been at- 
tended with an increase of the circulation to that 
extent. It is probable, however, that the further 
issue of paper against gold would have prevented 
the influx of a part of the additional two millions. 
But still there would have been some addition to 
the circulation ; and such addition would have 
gone to swell the tendency to excess which already 
existed in the spring of 1836. Now, all the phe- 

z « 



^40 PRICES AND CmCCLATIOW, 

nomena of excitement, and the extent of foreign 
engagements which constituted the overtrading, 
had at that time reached their utmost develop- 
ment. The conclusion therefore is, that, as far as 
relates to tl>e state of things as it existed in the 
spring of 1836, it would not have been prevented 
by a circulation varying as a metallic one, because, 
at any rate, there would have been no reason for a 
diminution of bank notes while the stock of bullion 
was rising to about eight millions ; and the Bank 
would equally have had the motives which before 
existed to re-issue its extra deposits ; while those 
motives would have been strengthened if the influx 
of bullion beyond six millions had been attended 
with an increase of circulation, and consequently, 
perhaps, of deposits. 

The mischief which lay in the excitement and 
overtrading would> therefore, obviously have oc- 
curred, at least equally under a metallic variation* 
And the only question in determining how far a 
variation strictly upon the metallic basis, such as 
has been recommended, would have been preferable 
in its operation to the system acted upon by the 
Bank is, whether a more abrupt termination of the 
excitement and overtrading was desirable ; for 
more abrupt the termination would doubtless have 
been by a strictly metallic basis, inasmuch as, upon 
the occurrence of the drain, the reduction of bank 
notes would have been immediate. And suppose 
that, by the coincident suppression of bank paper, 
the drain had gone only to half the extent which it 
did, namely, to two millions only, instead of four 
millions, the pressure on the money market, severe 
as it was, without any reduction of Bank of England 
notes, would have been considerably aggravated 
by a reduction of at least two millions. There are, 
doubtless, some points of view in which a more 
abrupt termination of the excitement and over- 
trading, compared with the more lingering one 
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which occurred, might have been beneficijd on the 
whole ; and the principd criticisms on the conduct 
of the Bank have proceeded, on the ground that the 
drain of bullion should have been met by a cor^ 
responding contraction of its paper. But the maidf 
charge against the system pursued by the Bank 
has been that of its having been conducive to the 
great fluctuations of trade and of prices. Now, it 
appears that, under a more correct system of 
issue, if the use of its deposits hy the Bank had been 
the same, the fluctuations would have been as great, 
with only the diflference of a more speedy ter- 
mination of them. 

Whether the administration of a paper currency 
would be conducted more beneficially for the public, 
upon the footing of a variation in amount exactly 
the same as if the basis were strictly metallic, than 
upon the principle professed by the Bank, and 
upon which it was conducted between 18^ and 
1833, of keeping the securities even (subject, oi 
course, to a periodical revision of the proper 
amount to be held), and allowing the public to 
act upon the other elements of the position of the 
Bank, is a question upon which it would seem to 
savour of presumption to entertain a doubt, seeing 
such an array as is presented of justly distinguished 
authorities, namely, Mr. Loyd, Mr. Norman, Mr% 
Samson Ricardo, and Colonel Torrens, who ex- 
press tliemselves unhesitatingly in favour of the 
former. I cannot, however, help thinking that 
there are several considerations which might 
be allowed to weigh in a preference of the 
latter, if there were sufficient security for its 
being firmly and consistently acted upon^ But 
the deviation from that principle in the autumn 
of 1835, and the strange reasoning in justifica- 
tion of it, founded upon the arbitrary distinction 
of the nature of the deposits, and the vacillat- 
ing and inconsistent course subsequently pui> 

z 3 



342 PRICES AND CIRCULATION, 

8ued» have naturally created doubts among the 
friends o£ the system, how far the maintenance of 
it can, under the management on its present foot- 
ing, be relied upon ; more especially as the old 
and, as it was to be hoped, the obsolete, doctrine has 
recently been revived and insisted upon, that the 
Bank is bound in the regulation of its securities 
and its issues to attend to the accommodation of 
trade and the support of credit Under the in- 
fluence of this doctrine, there can be no security 
for the maintenance of a sound administration of 
the currency. There is no degree or extent of 
deviation from principle to which such doctrine 
may not serve as a cloak. And either the bias of 
private sympathies, or the notion, sincere, though 
ill-founded, of being called upon to interfere for 
the accommodation of trade or the support of 
credit, may, under a variety of contingencies, com* 
promise the principle, which ought to be held 
sacred, of the convertibility of the paper. There 
is, moreover, the constant danger lest the object 
of securing a certain dividend to the proprietors 
should induce a greater effort to extend the securi* 
ties than a clear view to the maintenance of a 
sound state of the currency would justify. This 
object may not have entered into the motives for 
the employment of the extra deposits ; but there 
is no security against an undue influence from such 
object under the present system. 



Section 7. — Summary of the preceding Survey. 

1. The fall of the prices of corn, from the harvest 
of 1832 to the close of 1835, was the necessary 
consequence of a succession of abundant crops, 
the produce of which appears to have greatly ex- 
ceeded a largely increased consumption. 
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which occurred, might have been beneficial on tlie 
whole ; and the pniicipal criticisms on the conduct 
of the Bank have proceeded, on the ground that the 
drain of bullion should have been met by a cor- 
responding contraction of its paper. But the main- 
charge against the system pursued by the Bank 
has been liiat of its liaving been conducive to the 
great fluctuations of trade and of prices. Now, it 
appears tliat, under a more coiTect system of 
ksue, if the use ofils deponils hy tlie Bank had been 
the same, the fiuctuations would have been as great, 
with only tlie difference of a more speedy ter- 
mination of them. 

"Whether the administration of a paper currency 
would be conducted more beneficially for the public, 
upon the footing of a variation in amount exactly 
the same as if the basis were strictly metallic, tlian 
upon the principle professed by the Bank, and 
upon which it was conducted between 1837 ^■ 
1833, of keeping the securities even (subjeri. " 
course, to a periodical revision of thf pt**^-- 
amount to be held), and allowing the fM>W<.~ 
act upon the other elements of the posing '""' 
Bank, is a question upon which it vf»i»i.""*'" 
savour of presumption to entertain r «^'»^- - 
such an array as is presented ofnn?*"**^*^ ~ 
authorities, namely, Mr. Lord, l^t ^^ 
Samaon Ricardo, and Colfliw> T*^ " 
press tlieniselves Lmhesataimc:' * - 
I cannot, iK'w-r-^r * 
several cmja*— 
wed to weirt ■ 




S44 PRICES AND CIRCULATION, 

for the variations of price, without supposing any- 
direct influence on gener^d prices from variations 
in the quantity of money. 

9. The aggregate issues of the Bank of England, 
and the Bank of Ireland, and of the English and 
Irish country banks, did not so vary in amount or 
in order of time between 1833 and 1837, as to 
justify the assignment of those valuations of the 
amount of issues as having caused the fluctuations 
of prices and the vicissitudes of credit which oc- 
curred in that interval. 

10. Although there is no trace of any direct 
influence of the state of the circulation in elevat- 
ing the markets for produce in this country, there 
is every reason to believe that the low rate of in- 
terest and the facilities of the money market in- 
duced the houses in the American trade to grant 
credits and to make shipments uncovered to a 
vast amount ; thus indirectly causing an increased 
demand for manufactures, and consequently an 
increased price, as long as the demand lasted, for 
the raw materials of those manufactures. 

11. The Bank of England, by enlarging its se- 
curities in the autumn of 1835, in violation of the 
principle of management announced by the di- 
rectors in 1832, and by thus forcibly reducing or 
keeping down the rate of interest, promoted the 
formation and extension of joint-stock banks, and 
encouraged and facilitated the system of discounts 
and re-discounts, and advances on personal secu- 
rities, which was carried on by those banks to a 
mischievous extent. That measure, namely, of 
re-issuing its extra deposits, also greatly favoured 
the overtrading in America, and in the American 
l)ranch of trade in this country. 

12. The enlargement by the Bank of its secu- 
rities favoured the views of the American govern- 
ment in the alteration of the mint regulations of 
the United States, as it favoured also me financial 
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operations of the United States Bank in negotiating 
a loan in this couivtry ; both measures tending to 
a demand for gold from this country to America, 
at a time when it was peculiarly incumbent upon 
the Bank to be provided with an amount of treasure 
in full proportion to its liabiHties. 

13. The resistance offered by the Bank to the 
influx of bulHon in 1835-6, occasioned the insuf- 
ficiency of its treasure to meet the exigencies that 
afterwards arose and reduced the directors to the 
predicament of being obhged in self-defence to 
support the Northern and Central Bank against the 
interests of their proprietors and of the pubHc. 

14. The revulsion of credit, and the fall of prices 
in 1836-7j in the branches of trade to which they 
were confined, were the necessary consequence of 
the previous undue extension of credit and exag- 
geration of demand ; and there was no derangement 
of credit or important fall of prices in other branches 
of trade which had not been chargeable or connected 
with an undiie extension of credit, or, in other 
words, with overtrading.* 

* If the proofs already adduced of the absence of direct 
influence from the state of the money market on the prices of 
produce were not sufficient, a fresh and decisive one might be 
adduced in the present state (April, 1838,) of the markets for 
cotton, silk, indigo, and some other important articles which are 
now lower than they were in the autumn of 1837, and are dull 
and drooping, notwithstanding an increase of the circulation and 
a greatly reduced rate of interest. If either an increase of Bank 
notes or the utmost facih'ty of raising money on good security, 
are of themselves sufficient to induce persons to borrow with a 
view to buy or hold goods, how happens it that these goods do 
not experience a speculative advance, or at least are not pre-* 
vented from falling ? And again, while cotton, silk, and colo. 
ninl produce have of late been declining, the prices of corn have 
been rising. 
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CHAPTER XL 

GENERAL VIEW OF CONCLUSIONS TO BE DERIVED 
FROM THE PRECEDING HISTORICAL SKETCH OF 
PRICES ; AND CONCLUDING REMARKS ON THE 
CURRENCY. 

The general conclusions to be derived from the 
detailed statements, which have been given of the 
principal circumstances that have aflFected the prices 
of each of the articles referred to, may be classed 
under two heads ; the one embracing the period 
from 1793 to 1814, in which the principal pheno- 
mena of high prices occurred; the other, dating 
from 1814, and reaching to the present time, being 
an interval during which (with the exception of the 
high prices consequent on the great scarcity of 
18l6-17» which extended over Europe) a much 
lower range of prices has prevailed. 



Section 1. — General View of the Catises of tits 
High Prices from 1793 to 1814. 

The relatively high prices of articles divested of 
taxation, and not the objects of immediate war ex.- 

Eenditure, in the interval from 1793 to 1814, may 
e ascribed to the following general circum*- 
stances : — 

1. The frequent recurrence of seasons of an un^- 
favourable character, there having in that interval 
been no fewer than eleven * seasons in which the 

• 1794. and 1795; 1799 and 1800; 1804; 1807 to 1812, 
inclusive. 
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Section 2. — General View of the Causes of the 
Decline and comparatively low Range of Prices 
from 1814/0 1837. 

The causes of the decline, and of the lower 
range of prices, which dates from 1814, and has 
continued (after an intermediate rise in conse- 
quence of the great scarcity of 18l6-17> which 
extended over Europe) to the present time, may 
be classed under the following heads : — 

1. A succession of more favourable seasons, there 
having been in the last twenty years, namely, from 
1818 to the present time, only five seasons in which 
the produce of wheat was decidedly deficient * ; and 
in none of them was the inclemency of the season, or 
the scarcity resulting therefrom, at all comparable to 
some of those which occurred during the war; nor 
was there any one of them that extended over Eu- 
rope. This prevalence of favourable seasons, and 
the total exemption from such desolating seasons 
as 1816, and some previous ones, have developed 
the effects of an extended and improved cultivation 
in this country, and in many other parts of the 
commercial world. 

2. The removal of obstacles from the several 
sources of foreign supply ; a great extension of 
some of them ; and the discovery of new ones. 

3. A great, reduction of the charges of import- 
ation, by the low freights and insurances incidental 
to a state of peace ; and the improved, and cheaper, 
and more rapid internal communications. 

4. A rise of the foreign exchanges, in conse- 
quence of the cessation of the great foreign war 
expenditure, and the consequent reduction of the 
cost of all imported commodities, 

5. Improvements in machinery, in chemistry, 

« 1823, and 1828 to 1 831, both years included. 
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a and sciences generally, all tending 

t>-tJie cost of production of numerous ar- 

bto provide clieaper substitutes. 

induction of the general rate of interest, 

^e extensive application of individual ac- 

i to reproduction at a diminished cost. 
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MjcTiON 3. — Concluding Remarks. 

■ lUises which have thus been enumerated 
lor so Urge a proportion of the great fluc- 
of prices, during the period embraced by 
storical sketch, as to leave no ground for 
g to war-demand any influence, except in 
of articles which are the immediate objects 
tvernment expenditure, as naval and military 
or to alterations in the system of our cur- 
any effect beyond the difference between 
and gold, sucli difference, if of any con- 
ce, constituting, through the medium of the 
an increasdd cost of production. 
It is not only to the articles of produce speci- 
ally reterred to in the preceding statements, 
lat the explanation given of circumstances affect- 
ing the production and supply is intended in this 
remark to apply. There is not, as far as I have 
been able to discover, any single commodity, in the 
whole range of articles embraced in the most ex- 
tensive list of prices, the variations of which 
do not admit of being distinctly accounted for 
by circumstances peculiar to it, in the relation 
of supply, actual or contingent, real or appre- 
hended, to the ordinary rate of consumption, without 
supposing any inffuencc from the Bank restriction 
beyond the degree in which the difference of ex- 
change, which could not have existed but for the 
restriction, may be considered to have operated 
distinctly on tlie cost of production. And I have 
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endeavoured to show that, while there existed this 
ground to warrant the inference of the absence of any 
influence of the currency beyond the diflFerence of 
exchange, or of the price of gold, in the great vari- 
ations of markets, there was the strongest possible 
confirmation in the same conclusion, by a reference 
to the state of the circulation ; for that, according 
to the historical view of it which has been pre- 
sented, there is every reason to infer that there 
was no such alteration of the quantity of money, 
arising out of the manner in which the Bank issues 
were regulated, during and subsequent to the re- 
striction, as to justify the inference of its having 
been an operative cause of the great variation of 
prices. 

The whole tenour of the facts and reasonings 
adduced has been to establish the conclusion that 
the great alterations of prices originated, and mainly 
proceeded, from alterations in circumstances dis- 
tinctly affecting the commodities, and not in the 
quantity of money, in relation to its functions, or 
in comparison of what, upon fair gi*ounds of pre- 
sumption, it might be supposed that it would have 
been, if there had been no restriction, but at the 
same time no pressure upon the exchanges by 
extraordinary foreign payments. 

If the explanation of the circumstances which 
have distinctly affected the supply and consumption 
of commodities, be deemed insufficient to account 
for the whole of the variation of bullion prices, 
there would remain only a resort to the supposition 
that the variations in the quantity and uses of gold 
and silver have been on such a scale in the two 
periods, namely, such the increase of the quantity 
of the metals relatively to their uses, as to have 
sensibly diminished their value during the war and 
the restriction ; and such the subsequent falling off 
as to have increased their value. And as there was, 
down to the time of the revolution in Spanish 
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America, in 1810, a considerable progressive in- 
crease, and, subsequent to that period, a great 
falling off, of the supplies from the mines of that 
country *, a specious ground is afforded for attribut- 
ing to this cause a considerable influence on bullion 
prices. Very plausible theories have, accordingly, 
been constructed upon the assumed operation of 
this cause ; and in two or three very ingenious 
publications, the whole of the great variations of 
prices have been ascribed to it. 

If this hypothesis were better founded than it 
appears to be, it would not at all, as there has be« 
fore been occasion to observe, affect the question <rf 
the effects of the Bank restriction and resumption ; 
because, if the restriction had not existed, there 
must equally, according to this hypothesis, have 
been a rise of bullion prices during the war, and 
a fall subsequently; whereas the controversy upon 
the effects of Peel's bill turns upon the supposition, 
that the whole of the variation of bullion prices has 
been produced by alterations in the system of our 
currency. 

The information respecting the production and 
the consumption of the precious metals, although 
considerable light has been thrown upon the sub- 
ject by Mr. Jacob's valuable publication, is much 
too vague to admit of any conclusion being drawn 
from it as to any influence to be ascribed to altera- 
tions in their value upon prices. Considerable as 
the rate of increase was, before 1810, and great as 
has been the subsequent falling off, there is reason 
to doubt, whether, in the increase or the falling off, 
the magnitude of the mass upon which the differ- 
ence of supply, with reference to the consumption 
within the periods in question, has operated, is not 
such as to render the variations of imperceptible ef- 
fect upon general prices ; taking into consideration 

^ See Jacob on the Precious Metals. 
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more especially the countervailing circumstances 
which have been noticed in the preliminary part of this 
work. And the inference against the supposition 
of any considerable effect, from such variations of 
the supplies from the mines, is rendered nearly con- 
clusive by the manifold proofs which admit of being 
adduced of the sufficiency of the means of account- 
ing for the variations of prices, without resort to 
any aid from a reference to any material alteration 
in the value of the metals. 

In favour of this view of the insufficiency of the 
diffisrence of the productiveness of the mines to 
account for the great variations of prices, I am 
enabled to quote the authority of Mr. M*Culloch, 
which, high as it deservedly is on topics of political 
economy generally, is more especially so on the 
point now in question ; because his researches, for 
the purposes of his eminently and extensively use- 
ful Commercial Dictionary, have necessarily led 
him to a view of the principal circumstances affect- 
ing all the leading articles of commerce, with refer- 
ence to the supply and consumption of them. 
The following passage is ejrtracted from that Dic- 
tionary, under the head of ^^ Precious Metals : " — 

" Infiuence of the diminished Productiveness of the Mines on 
Prices. — It has been customary in this country to ascribe al- 
most the whole fall that has taken place in the price of most 
commodities since the peace^ to the diminished supply of bullion 
from the mines. But we doubt whether this circumstance has 
not been fully counterbalanced by others, and whether it has had 
any influence in the way now mentioned. The cessation of the 
drain to the East, even admitting that M. Humboldt has some- 
what over-rated its amount, would of itself have gone &r to 
counteract the decreased productiveness of the mines; but we have 
just seen that it has not merely ceased, but that we are, in fact, 
deriving considerable supplies from that very quarter. In addi- 
tion to this, the greater security and tranquillity enjoyed on the 
Continent, since the peace, has not only checked that burying of 
money, formerly so prevalent, but has caused the bringing to 
light of a good many of the subterranean hoards. The institu- 
tion of savings' banks, now so common every where, has also, no 
doubt, tended to prevent hoarding, and to bring a good deal of 
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coin into circulation, that would otherwise have been locked up. 
These circumstances, coupled with others that might be men- 
tioned, such as the cessation of the demand for military chests, 
the greater employment of bills in mercantile transactions, &C9 
a£Pord the best grounds for doubting whether the quantity of the 
precious metals annually applicable to the purposes of circular 
tion be not as great at present, as in 1809 or 1810. It is further 
to be observed, that the falling off in the produce of the mines 
has been in silver only ; and that the supply of gold, instead of 
being diminished during the last 10 years, has been very mate" 
rialiu increcued : and as gold is the standard of our currency, it 
is oDviously false to affirm that its value has been increased 
from its being less abundant than formerly. It is contended, 
indeed, that in estimating the value of the precious metals, we 
cannot separate gold and silver ; and that the fall that has taken 
place in the price of oi/ commodities since 1815, proves that the 
value of money has sustained a corresponding advance. But the 
value of gold is in no way dependent upon, or connected with, the 
value of silver The exchangeable worth of each metal is wholly 
determined by the peculiar conditions under which it is sup- 
plied ; and the circumstance of gold falling in value when silver 
is rising, is no more to be wondered at, than that lead should 
fall when iron rises, or conversely. Neither is it true that the 
foil in the value of commodities since 1815 has been universal. 
We admit it has been very general ; but we venture to affirm that 
there is not, without any exception whatever, a single com- 
modity that has fallen in price since 1814, the fall of which 
may not be satisfactorily accounted for without reference to the 
supply of gold and silver. * Multiplied proofs of what is now 
stated, will be found in various articles throughout this work. 
And we have little doubt that those who investigate the 
matter with any degree of care, will agree with us in thinking, 
that, even without distinguishing between gold and silver, were 
the influence of the decreased productiveness of the mines on 
prices estimated at from 3 to 5 per cent, it would be very de- 
cidedly beyond the mark. We believe its influence has been 
hardly perceptible." 

If, however, as Mr. M*Culloch states in the fore- 
going passage (and as I have endeavoured to show), 
•Hhere is not, without any exception whatever, 
a single commodity that has fallen in price since 
1814, the fall of which may not be satisfactorily 
accounted for without reference to the supply 
of gold and silver," it seems to follow that the 
previous rise may be equally accounted for without 
such reference ; because the mere abstraction of 
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the causes of the rise till 1814, will account for the 
greater part of the subsequent fall; the fell of 
some commodities, in a greater degree than the pre- 
vious rise, being the effect of improvements in 
machinery, in cultivation, in science, and in the 
facility and comparative cheapness of communi- 
cation. 

But, although, upon the grounds stated, there is 
reason to believe that the variations in the produc- 
tiveness of the mines, considerable as those varia- 
tions have been, are insufficient, taking into consi- 
deration the countervailing circumstances, to have 
caused any perceptible difference in the value of 
the precious metals, it must be admitted that the 
hypothesis which ascribes to that cause more than 
its due importance, is not chargeable with the in- 
consistencies, and the utter untenableness in argu- 
ment, of either the theory of war-demand, or the 
more generally prevalent doctrine of the paramount 
influence of alterations in the system of our cur** 
rency, 
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APPENDIX A Vol. L p. 164. 

Upon the Causes which determine the Bate of Interest. 
Extracted from a Publication by the Author^ entitled 
" Considerations on the State of the Currency.** 1826. 

The rate of interest may be defined to be that propor- 
tional sum which the lender is content to receive, and the 
borrower to pay, annually, or for any longer or shorter 
period, for the use of a certain amount of monied capital*^ 
without any consideration for trouble in the collection of 
the income, or for risk as to the punctual repayment of the 
interest or principal at stipulated periods. Whatever is 
received by the owner of a monied capital for the loan of 
it, beyond that rate, ought to be considered in the light of 
a remuneration for risk or trouble. 

In this view, the rate of interest is the measure of the nel 
profit on capital. All returns beyond this, on the employ- 
ment of capital, are resolvable into compensations under 
distinct heads, for risk, trouble, or skill, or for advantages 
of situation or connexion. When the owner of a capital 

* To distinguish, with perfect accuracy, between monied capital and 
currency, is a matter of some difficulty, and, perhaps, would require 
a detailed analysis of every species of mercantile transaction. In 
ordinary discourse, both monied capital and currency are called money^ 
and the market for monied or disposable capital is called the money" 
marketf and hence much confusion arises from the use of the word 
money f where monied capital is meant, M. Say notices this distinction 
between money and di^Dosable capital, and the errors to which the con- 
founding of the two terms toother has given rise, in his excellent 
and justly celebrated work TVaUe d^ Economic Politique^ p. 1 12. et seq, 

A A 2 



856 APPENDIX. 

employs it actively in peproductioiiy he does not come 
under the head of those capitalists, the proportion of 
whom, to the number of borrowers, determines the rate of 
interest. It is only that class of capitals, the owners of 
which are unwilling or unable to employ their money 
actively themselves, which has any immediate influence on 
the rate of interest. 

This is the description of capitals which M. Say calls 
Capitaux disponibles^ 

The possessors of disposable monied capitals, who 
operate on the rate of interest as lenders, may be classed 
under the following heads : 

1. Persons, or bodies of persons, trustees, or others^ 
who are precluded by legal or other disability from invest- 
ing any money which they have to lay out, in any security 
that is attended with either risk or trouble. Banks, 
whether corporate, or consisting of private individuals, 
in as far as they conduct their business according to cor- 
rect banking principles, may be reckoned under this head. 
It is perfectly possible that, within certain limits, an in- 
creasing proportion of national monied income may be 
accumulated in the hands of persons or bodies coming 
under this description, to such an amount that, if the bor- 
rowers who have securities to offer, which involve neither 
risk nor trouble to the lenders, be limited to a certain 
number, the rate of interest upon such securities may be 
depressed in almost any degree.* It is clear, in this point 
of view, that a fall in the rate of interest on the best secu- 
rities is no criterion of the returns to capital actively 
employed, which involves the necessity of risk, trouble, 
and skill. If, by any financial operation, brought about 
without any intermediate disturbance of property, as, for 
instance, by an effective sinking fund, our national debt 
were reduced to one or two hundred millions, it is not 
inconceivable that any perpetual annuities offered by go- 
vernment, within that amount, would fetch fifty years' 
purchase, or, in other words, that the rate of interest, all 
other things remaining the same, would, on such securities, 
be reduced as low as 2 per cent, per annum. 

* It b on this account that an increased issue of Bank of England 
and other bank notes, in the way of loans to government, or of dis- 
count on mercantile bills, contributes to reduce the rate of interest, 
when there is no corresponding increase of borrowers having the most 
undoubted security to offer. 
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A State of war, on the other hand, may easily be sup- 
posed to raise the rate of interest by creating a supply of 
that description of security to a larger amount, and more 
rapidly^ than could be absorbed by the accumulations of 
the class coming under this head. A rise in the rate of 
interest is, therefore, a condition for obtaining the requisite 
funds from the other classes of persons possessing monied 
capitals. 

Hence it may be seen why the rate of interest, as mea- 
sured by securities involving no risk or trouble, should be 
lower in peace than in war, without resorting to any differ- 
ence in the rate of profits, to account for that difference in 
the rate of interest. 

2. Persons who are willing to take some trouble, with 
little, if any risk, and who invest their monied capitals in 
mortgages, ground*rents, or in loans on goods and other 
securities involving the necessity of superintendence, and 
more or less of trouble and exertion in collecting the 
annual interest. In proportion to the difficulty of obtain- 
ing good securities of this kind, except at a reduced rate 
of interest, this class would be liable to merge into the 
next class which will be mentioned. 

The prevalence, however, of habits of prudence, and 
the consequently increasing proportion of the national 
income accumulating in the hands of this, as well as of 
the first class, would enable persons possessing skill for 
the active employment of capital, or enjoying advantages 
of situation or connexion, and offering sufficient seeurity, 
to retain a larger portion of the returns, as a compensation 
for their risk, trouble, and skill. Supposing the whole 
returns to capital to remain the same, a diminishing pro- 
portion might go as the net profit to the monied capitalist, 
and an increasing one to mercantile, manufacturing, farm- 
ing, or other professional skill. These returns, beyond 
the mere interest of money, and beyond what may arise 
from rent or the monopoly of situation, connexion, &c., 
M . Say classes under the head of profits industrielSf as 
contra-distinguished from profits de capitaux ; a distinction 
which our economists might adopt with advantage. 

3. Persons who, in order to obtain a higher rate of 
interest, or a higher price for the use of tneir monied 
capitals, are willing to run an extra degree of risk in the 
investment of them, but without bestowing personal labour, 
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or possessing any technical knowledge or skill, to qualify 
them for the active management of such investment. 

This is a class, the extent of which could not have been 
adequately conceived till the experience of late years, in 
which the success of foreign loans, and mining schemes of 
the most hazardous nature, proves how many persons there 
were in this country, who, having some proper^, were 
willing to embark it in enterprises of more or less hazard, 
provided that such enterprises promised on the face of 
them to yield more than the common rate of interest, 
without requiring labour or skill. In proportion as the 
funds of this class have been absorbed in successive pay- 
ments to the loans and schemes, they must have been 
withdrawn from the competition with the two first classes 
of lenders, and this new mode of investment must, con* 
sequently, have operated thus far in preventing a fall, if 
not in occasioning a rise, in the rate of interest on the best 
securities in this country. At the same time that the pro- 
gressive reduction in the rate of interest, on the best secu- 
rities, must have detached many monied capitalists from 
the two first classes, and brought them into the third. 
There can be no doubt, therefore, that the fall in the rate 
of interest, an artificial one as it now appears, was, in some 
degree, a necessary condition of the success of those 
loans and schemes to the extent to which they were 
carried. 

The three classes of persons here enumerated as being 
lendefs of monied capital, include those who, being actively 
engaged in trade, manufactures, or farming, accumulate 
more than they can re-invest in their own occupation, with 
the prospect of getting the ordinary rate of interest, after 
allowing for a remuneration for their labour and risk. 

A material consideration to be here borne in mind is, 
that it is only as long as those capitals are floating, or dis- 
posable, that they operate on the rate of interest. When 
once they are invested, whether for a long or a short time, 
they are out of the competition of lendaUe capitals, and 
cease to affect, directly, the rate of interest. Thus, if I 
have invested my monied capital in the discount of bills, 
however undoubted in point of security, and at however 
short a date, that sum is withdrawn from the amount of 
floating or disposable capital. I may, indeed, if I have a 
sudden occasion to require so much money for immediate 
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use, get the bills re-discounted for me; but, then, this 
sum must be withdrawn from the amount of floating or 
disposable capital in other quarters. 

These being the principal heads under which the lenders 
of monied capitals may be classed, constituting one of the 
conditions on which the rate of interest depends, viz., the 
tupplyj it remains to consider what is the description of the 
borrowers, who constitute the demand. These may be 
classed as follows : — 

1. Persons who have the prospect of being able to 
employ a capital beyond their own funds, in such a 
manner as to afford a return adequate to remunerate 
them for their trouble, and skill, and risk, after replacing 
the amount advanced, together with the sum stipulated for 
the use of it. 

2. Persons who, having embarked the whole of the 
capital which they possessed, and having entered into 
engagements which require larger advances, and afibrd 
smaller returns than they had anticipated, call for a fur- 
ther sum, of such an amount as their securities or credit 
enable them to obtain, in order to make up for the de- 
ficiency or temporary absence of the returns which they 
had reckoned upon. 

S. Persons who have occasion to borrow, in order to 
supply the means of unproductive expenditure beyond 
their income. This head includes a great number of 
borrowers, having various kinds of securities. It em- 
braces not only those who are proprietors of lands and 
houses, which admit of being mortgaged, or who have 
personal security to offer, but the government, which 
may mortgage the revenues of the state. Under this 
head may be considered the agents of foreign govern- 
ments, who may raise loans in this country, or, in more 
general terms, may offer foreign government securities, 
which hold out adequate temptation for investment on the 
part of capitalists in this country. 

It is only by a classification of particulars like these, 
that the causes of variation in the current rate of interest 
can be extricated from the confusion in which they are in- 
volved by the attempts which have been made, in discus- 
sions purely scientific, to account for all such variations by 
the supposition of corresponding alterations in the rate of 
profit. 

The simplest way, as it strikes me, on all such occasions 
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is, where anything like an analysis can be made, to con* 
sider, in the first place, the eflect oF an alteration in each 
class of the circumstances under consideration separately, 
the others remaining the same, and then to trace the influ- 
ence of any variation in each class on all the others. To 
do this completely, however, would require a much greater 
length of discussion than would be consistent with the 
immediate object of the present inquiry ; and I shall con- 
tent myself with pointing out the manner in which the 
state of the currency affects the conditions of the rate of 
interest, and in which the change of these conditions again 
affects the state of the currency. 

Suppose that, at a given time, all these conditions were 
in their ordinary state, and that the current rate of interest 
were, consequently, steady, it is very easy, then, to con- 
ceive how a sudden increase in the issue of paper, by 
banks of circulation, may disturb that state of things, not- 
withstanding that the amount of such increase may be 
apparently small, when compared with the whole of the 
national capital; for it is not with the whole, nor even 
with any considerable part of the national capital, that 
what I consider as a nominal addition to it, by a iresb 
issue of bank promissory notes, comes in competition. 
The amount of capital seeking investment, at any given 
time, may easily be imagined to be so limited, that, what 
might otherwise appear to be an insignificant sum, may 
yet be a large proportion of that amount, and may, conse- 
quently, produce a great temporary depression in the rate 
of interest, on that description of security for which it 
comes directly into competition. 

But, in reducing the rate of interest on the best class of 
securities, this competition drives the possessors of capital 
seeking investment to the alternative of submitting to a 
diminished income, or of running a risk which they other- 
wise would not have done, in the disposal of it. And it is, 
in most instances, the proprietors of the smaller capitals, 
being those upon whom the reduction of income presses 
hardest, who have recourse to the more hazardous invest- 
ments, whether on comparatively slender private security, 
or in sleeping partnerships, or in joint-stock companies, or 
in foreign loans. 

It must be evident that the same reduction of interest, 
which leads the possessors of floating capital to incur an 
extra risk in their investments, is likely to induce persons 
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who have credit, and who are in the active employment of 
capital, to extend their engagements, if there be any 
speculative ground for anticipating an advance of prices. 
This they may do, either by purchases on credit, to a 
greater extent than usual, or by borrowing at the reduced 
rate of interest. If the reduction in the rate of interest, 
and the facility of credit thence arising, should coincide 
with a tendency from other causes, to a speculative rise of 
prices, and with the opening of new fields for enterprise, 
there will naturally be a great extension of the demand for 
the loan of capital, by borrowers under the first head. 

In the period, however, the consideration of which will 
form the chief subject of the present inquiry, the increase 
of borrowers under that head, in consequence of the dis« 
position to speculate, and to form joint-stock companies, 
had not any immediate or very sensible efiect in raising 
the rate of interest : it merely prevented the greater fall, 
which, otherwise, must have been occasioned by the im- 
mense augmentation of paper, or ;iom/nci/ capital *, which 
was created during that period, as will be hereafter more 
particularly noticed. The supply of nominal capital was 
increased, during that period, in a ratio equal to, if not 
beyond, that of the immediate increase of demand, great 
as it was. 

In the early progress of a general speculation, the im- 
mediate absorption of capital is comparatively small. The 
increased demand for capital by the class of borrowers 
described under the first head, may not only not outrun 

* A distinction is to be made between capital in the scientific use of 
the term, as applied to the actual funds destined for re-production, 
consisting of raw materials, &c., and monied capital. In a settled or 
uniform state of the currency, however, and in the ordinary use of 
credit, these two terms may be considered as identical or convertible. 
But, during the progress of increased issues of paper, there is a fac- 
titious increase of monied capital; this may be called nominal, which 
comes in competition with the pre-existing monied capital ; and it is 
while in this state of increase that it operates upon the rate of interest. 
It cannot enter into circulation otherwise than by reducing the rate of 
interest, other things remaining the same ; as it must inevitably, at the 
time it is issued, increase the number of lenders, or diminish the num- 
ber of borrowers. When the amount of the currency has become 
settled, for any length of time, at a particular level, it b immaterial, as 
relates to the rate of interest, whether the level of the currency be at 
one half or at double of its former value : the rate of interest wdl then 
be governed entirely by the supply of, and demand for, capital, as 
resulting firom circumstances independent of the currency. 
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the iocmsed supply of nominal capiul, created by mm 
enlargement of the ctrcatating medium, so as to proidiioe 
a rise in the rate paid for the use of soch (apital, but tbe 
enlargement of tbe circulating medium may be, and, in- 
deed, commonly is, under such circumstances, so large as 
to produce B,faU in tbe rate of interest. But the caae^ in 
the further progress and termination of a general specola- 
tion, is widely diflferenL 

There is, then, an immense increase in that dass of 
borrowers which comes under the second head ; and, in 
proportion as the facility of obtaining credit, as indicated 
by a low rate of interest, has been such as to gire great 
latitude to speculation, there will be an increased demand 
for capital, and the intensity of the demand will be indi- 
cated by a great rise in tbe rate of interest. Tlie demand 
b no longer limited, as it was, by the prospect of advantage 
to be made by the outlay of the capital, after defrayinff the 
rate required for the use of it ; it is now limited only by 
the utmost extent of the securities of every description, 
which all persons who have entered into engagements 
beyond their own immediately available or convertible 
capital can brinff forward. If, therefore, the nomifial 
amount of capital were the same as it had been when the 
disposition to overtrade was at its height, there would, by 
the rapidly increasing absorption of funds, and the conse- 
quently urgent wants of the borrowers, be a considerable 
rise in the rate of interest " No complaint (observes Dr. 
A. Smith, Wealth of Nations^ vol. ii. p. 151-52.) is more 
common than that of a scarcity of mon^y. Money, like 
wine, must always be scarce with those who have neither 
wherewithal to buy it, nor credit to borrow it. Those who 
have either, will seldom be in want of the money, or of the 
wine, which they have occasion for. This complaint, how- 
ever, of the scarcity of money, is not always confined to 
improvident spendthrifts; it is sometimes general through 
a whole mercantile town and the country in its neighbour- 
hood : overtrading is the common cause of it Sober men, 
whose projects have been disproportioned to their capitals, 
are as likely to have neither wherewithal to buy money, 
nor credit to borrow it, as prodigals, whose expense has 
been disproportioned to their revenue. Before their pro- 
jects can be brought to bear, their stock is gone, and tlieir 
credit with it. They run about everywhere to borrow 
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money, and every body tells them that they have none to 
lend." * 

* NotwithstaDding this very clear exposition of the manner in which 
overtrading produces a scarcity of money, and a difficulty of borrowing, 
or, in other words, a rise in the rate of interest. Dr. Smith has been 1^ 
by the hypothesis of the identity of a high rate of interest with high 
profits, to convey, in the following passage, an erroneous impression 
as to the state of things in our commercial history at the period to which 
he alluded. " For some time," he observes, ** after the conclusion 
of the late war (1763), not only private people, of the best credit, 
but some of the greatest companies in London, commonly borrowed at 
5 per cent., who, before that, tiad not been used to pay more than 4 and 
4^ per cent. The great accession, both of territory and trade, by our 
acquisitions in North America and the West Indies, will sufficiently 
account for this, without supposing any diminution in the capital stock 
of the society. So great an accession of new business to be carried 
on by the old stock must necessarily have diminished the Quantity em* 
ployed in a great number of particular branches, in whicn the com- 
petition being less, the profits must have been greater." (Vol. i. 
chap. 9.) 

Now, the real state of the facts connected with the rise in the rate 
of interest at that period is, that, whether in consequence of the 
transition from war to peace, or from any peculiar circumstances which 
had previously favoured general overtrading, connected with an unduly 
extended circulation of mercantile paper, particularly on the Continent 
of Europe, a great revulsion of commercial credit occurred at the 

Eredse period referred to. And the advance in the rate of interest 
tsted only during the interval which usually elapses in cases of this 
kind, before the effects of such a crisis, in diminishing the competition 
of disposable monied capitals, can have subsided. If the rise in the 
rate of interest bad been merely the consQQuence of more profitable 
employment of money in th^ new colonies, there is no reason why the 
rate should have fallen as it did in a year or two afler, for it would be 
no difficult matter to show that the real employment, the actual outlay 
and absorption of British capital in that direction, must have been 
much ereater in the third and fourth years, than in the two first years 
after the peace. 

Some notices have been inserted (vol. i. p. 150.^ of the derangement 
of credit which prevailed, in 1763, among the pnncipal trading towns 
of the Continent of Europef , and a derangement of such extent could 
not fail of communicating its effects to this country, as, indeed, it 
appears to have done. The following is a statement of the increase of 
bankruptcies : — 

1762 - - - 205 

1763 - - - 233 

1764 - - - 301 



f George Chalmers, in his EsHmatef thus notices the commercial 
discredit of that period : — " The failures which happened at Berlin, at 
Hamburg, and in Holland, during July, 1763, communicated dismay 
and distrust to every commercial town on the European Continent.*' 
(p. 134., edit, of 1802.) 
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But coincidently with, and partly arising out of, the very 
circumstances which entail a recoil of the speculation, and 
a consequent increase of the number of borrowers, is the 
occurrence of a great diminution of the amount of dis- 
posable or monied capital. All that part of the nominal 
capital which arose out of the increase of the circulating 
medium, beyond what the ultimate reference and necessary 
subsidence to a level with the value of gold, in the rest of 
the commercial world, could admit of being retained in 
circulation, is swept away by the process which I have, on 
former occasions, described. Not only is there a very 
great diminution of the amount of disposable capital, from 
this cause, but a further reduction must be allowed fcnr, 
from the large proportion of persons, bankers and others, 
who having, in ordinary times, and during the general 
prevalence of prudence in the conduct of business, con- 
fined themselves to the safest and most convertible securi- 
ties, have been tempted, if not driven by the low rate of 
interest, into loans on doubtful or inconvertible securities, 
and, perhaps, into engagements by which they are them- 
selves brought into the class of borrowers. 

Thus, while the demand for capital is increased in a 
very great degree, the supply of it is diminished, not only 
relatively to the increased demand, but to the former 
amount of supply. There can, therefore, be no difficulty 
in such cases in accounting for the great rise in the rate of 
interest. And this process has been strikingly exemplified 
in the recent state of the money-market. 

In 1764, exchequer bills, paying 4 per cent, per annum, fell below par, 
and navy bills were at 9^ per cent, discount ; and 3 per cent, consols, 
which, m March, 1763, had been at 96., fell, in October, 1764, to 80. 
But, in 1765, exchequer bills, of which a fresh issue had been made, 
bearing 3 per cent, per annum interest, were generally about, and 
sometimes above, par ; and the 3 per cent, consols rose to 98. (Orelleir 
On the National Debt, and Sir John Sinclair's work On the Revenue) 
Here is a great fall in the interest of money, Mrithout the shadow of 
any other ground for inferring that the employment of capital had 
become, in a national point of view, less prontable. On the contrary, 
as the increase of trade and manu&ctures, and of agriculture and 
population, seems to have been at least as rapid in 1765-66 as in the 
two preceding years ; and such increase being the only intelligible cri- 
terion of the progress of national wealth, or of the power of accumu- 
lation, as arising out of the surplus of national income, I consider that 
both the direct and the presumptive proofs are against the inference 
drawn by Adam Smith, that the high rate of interest at the period 
referred to by him was the consequence of an extended field offered by 
the peace for a more profitable employment of capital. 
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APPENDIX B. — Vol. I. p. 184. 

Description of the Seasons of 179^ and 1 795, extracted Jrom 
a Publicatioti by Mr. Burke^ entitled " Thoughts and 
Details on Scarcity ^^ ^written in November^ 1795. 

" With regard to the harvest of 1 794, in relation to the 
noblest grain, wheat, it is allowed to have been somewhat 
short, but not excessively, and in quality, for the seven-and- 
twenty years, during which I have been a farmer, I never 
remember wheat to have been so good. The world were, 
however, deceived in their speculations upon it — the farmer 
as well as the dealer. Accordingly, the price fluctuated 
beyond any thing I can remember ; for, at one time of the 
year, I sold my wheat at 14/. per load (I sold off all I had, 
as I thought this a reasonable price), when, at the end of 
the season, if I had then had any to sell, I might have got 
thirty guineas for the same sort of grain. I sold all that I 
had at a comparatively low price, because I thought it a 

§ood price, compared with what I thought the general pro- 
uce of the harvest ; but when I came to consider what my 
own total was, I found that the quantity had not answered 
my expectation. It must be remembered, that this year of 
produce (the year 1794), short, but excellent, followed a 
year, 1793, which was not extraordinary in production, nor 
of a superior quality, and left but little in store. At first, 
this was not felt, because the harvest came in unusually 
early — earlier than common by a full month. The winter 
at the end of 1794 and beginning of 1795 was more than 
usually unfavourable both to com and grass, owing to the 
sudden relaxation of very rigorous frosts, followed by rains, 
which were again rapidly succeeded by frosts of still greater 
rigour than the first 

" Much wheat was utterly destroyed. The clover grass 
suffered in many places. What I never observed before, 
the rye grass, or coarse bent, suffered more than the clover. 
Even the meadow-grass in some places was killed to the 
very roots* In the spring, appearances were better than 
we expected. All the early sown gi*ain recovered itself 
and came up with great vigour ; but that which was late 
sown was feeble, and did not promise to resist any blights 
in the spring, which, however, with all its unpleasant vicis- 
situdes, passed off very well ; and nothing looked better than 
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lected that, in a manner, all the bacon and pork consaroed 
in this country (the Far largest consumption of meat out of 
towns) is, when growing, fed on grass, and on whey or 
skimmed milk ; and, when fatting, partly on the latter. 
This is the case in the dairy countries, all of them great 
breeders, and feeders of swine; but, for the much greater 
part, and in all the corn countries, they are fattened on 
beans, barley-meal, and peas. When the food of the animal 
is scarce, his flesh must be dear. This, one would suppose, 
would require no great penetration to discover. This failure 
of so very large a supply of flesh in one species, naturally 
throws the whole demand of the consumer on the dimi- 
nished supply of all kinds of flesh, and, indeed, on all the 
matters of human sustenance. Nor, in my opinion, are we 
to expect a greater cheapness in that article for this year, 
even though corn should grow cheaper, as it is to be hoped 
it will. The store swine, from the failure of subsistence last 
year, are now at an extravagant price. Pigs, at our fairs, have 
sold lately for fifty shillings, which two years ago would 
not have brought more than twenty. As to sheep, none, I 
thought, were strangers to the general failure of the article 
of turnips last year ; the early having been burned as they 
came up by the great drought and heat; the late, and 
those of the early which had escaped, were destroyed by 
the chilling frosts of the winter, and the wet and severe 
weather of the spring. In many places a full fourth of the 
sheep or the lambs were lost ; what remained of the lambs 
were poor and ill-fed, the ewes having had no milk. The 
calves came late, and they were generally an article, the 
want of which was as much to be dreaded as any other. 
>So that article of food, formerly so abundant in the early 
part of the summer, particularly in London, and which in 
a great part supplied the place of mutton for near two 
months, did little less than totally fail. 

** All the productions of the earth link in with each 
other. All the sources of plenty in all and every article 
were dried or frozen up. The scarcity was not, as gentle- 
men seem to suppose, in wheat only. 

*^ As to the lesser articles, they are like the greater. 
They have followed the fortune of the season. Why are 
fowls dear? Was not this the farmer's or jobber's fault? 
I sold from my yard to a jobber six young and lean fowls, 
for four-and- twenty shillings ; fowls, for which two years 
ago the same man would not have given a shilling a piece* 
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He ^Id them afterwards at Uxbridge, and they were 
taken to London to receive the last band 

** As to the operation of the war in causing the scarcity 
of provisions, I understand that Mr. Pitt has given a par- 
ticular answer to it ; but I do not think it worth powder 
and uhoC (Page 33.) 
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ZjCtter addressed to the Author by James Pennington^ Esq. 

Dear Sir, 

It was the principal object of the paper of observa- 
tions, which you did me the honour to append to your 
published letter to Lord Grenville, to illustrate the prin-r 
ciple on which tlie deposits of the London bankers arq 
formed, and the mode in 'which they act; to show tha( 
they are susceptible of considerable increase, or diminution^ 
without a corresponding enlargement or contraction of the 
basis on which they rest; and that, consequently, the quan^ 
tity of money in tne metropolis may be greater, or less, at 
one time than another, although the circulation of the Bank 
of England should remain uniformly the same. 

I did not attempt, in that paper, to explain all the vari- 
ous circumstances which tend to augment or to lessen, the 
amount of the deposits. My object was to show that the 
book credits of a London banker, and the promissory notes 
of a county banker, are essentially the same thing ; that 
they are different forms of the same kind of credit ; and 
that they are employed to perform the same functions. 

It never occurred to me, as appears to have been sup- 
posed by Colonel Torrens, that every million of notes 
issued by the Bank of England forms the basis of five 
millions of deposits ; and that every million withdrawn 
from circulation, by the Bank, occasions a five-fold dimi- 
nution of those deposits. On the contrary, it is perfectly 
consistent with my view of the subject, to suppose that the 
deposit accounts of the London bankers may be materially 
diminished, while the circulation of the Bank of England 
is greatly enlarged, or vice versa. 

Colonel Torrens, in his published letter to Lord Mel- 
bourne, appears to have fallen into some misapprehension 
on this head. 

VOL. II. B B 
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He thinks that if, between December, 1833, and March, 
ISS^, the Bank of England had contracted its circulation 
to the extent of 1,447,000/., that contraction would have 
occasioned a diminution of the book'-credit circulation of 
the metropolis of five times that amount. 

In this statement he appears to have overlooked the 
circumstance, that, of the outstanding notes of the Bank 
of England, by far the largest portion is not in the hands 
of the London bankers, but in the hands of those the 
nature and routine of whose business do not require the 
employment of a banker ; and that when a million of notes 
are cancelled by bullion payments, it is probable that the 
greatest part of that amount is finally withdrawn, not from 
the hands of the bankers, but from the external circulation. 

It has be^n objected to the views which I endeavoured 
to explain, that as the amount of deposits left in the hands 
of a banker depends upon the pleasure and convenience 
of the depositors, the banker has no power to increase the 

auantity of money in circulation, without increasing or 
iminishing the fund which he reserves to meet the occa- 
sional demands of the depositors. 

This is true : and it is equally true that, as the amount 
of notes which a bank of circulation is able to keep out 
depends upon the convenience and the willingness of those 
into whose hands they fall to hold them, the quantity of 
outstanding paper money is necessarily limited by that cir* 
cumstance. 

But the question is, whether the pleasure and the con« 
venience of the depositors, and the will and the disposi- 
tion of the note holders, are susceptible, at different times, 
of any material alteration in this respect ; and, if they are, 
whether the deposit banks, and the circulating banks, can 
turn that alteration to their own advantage without en- 
trenching on their reserved fund. 

In order to determine this question, it is necessary to 
examine the circumstances that limit the amount of depo- 
sits, and of outstanding notes. 

It has been correctly stated, by more than one writer on 
this subject, that the quantity of money in circulation is 
limited by the necessity which every one feels, or the en- 
deavour which every one uses, to keep at his banker's, in 
his till, or in his pocket, no greater sum than he deems to 
be sufiicient to answer current and occasional demands. 
One person keeps 5000/. for this purpose ; another 500/. 
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nnother 100/. ; and so on, to a few sovereigns, or a few 
shillings. 

The aggregate amonnt of the money so kept forms the 
sum total of the money in circulation. 

Now, if all the circulating banks simultaneously issue a 
greater amount of notes than can be absorbed in this way, 
some person, or many persons, must have in their pos- 
session a greater sum of money than is sufficient fof cur- 
rent purposes. 

Of this excess the ultimate corrective is the foreign ex- 
change. A considerable time may, however, elapse before 
the check begins to operate. The foreign exchange is 
affected only through the medium of prices, or of the rate 
of interest ; but an unusual abundance of money does not 
always produce a general rise of prices. It is quite possible, 
indeed, that contemporaneously with that abundance, the 
prices of commodities may be generally low. The increased 
issue of paper may fall into the hands of those who, from 
habit and inclination, are averse from investing their money 
savings in commodities, or services, with a view to reproduc- 
tion and to profit ; but whose desire it is to employ the money 
which comes into their hands, over and above their own 
personal and unproductive expenditure, in such a way as 
will bring to them an increased income, with as little risk 
and trouble as possible. But the opportunity of so em- 
ploying this surplus money may not immediately occur. 
The amount of the public funds, in time of peace, is ge- 
nerally stationary or diminishing. If, therefore, one person 
determine, however high may oe the price, to invest his 
money savings in the public funds, another person must 
necessarily be forced out ; and the money, in the shape of 
Bank notes, or of book credits, may still remain waiting 
for an investment 

In such a state of things, there frequently prevails great 
dulness of demand for commodities, and a low rate of interest. 

In the long run, however, it is probable that, either in 
consequence of an actual or prospective rise of prices, or 
in consequence of the demand of the saving class of the 
community for foreign stocks and foreign investments, the 
foreign exchange will l)ecome depressed, and a demand for 
metallic money for exportation be created ; which demand, 
the bankers will be obliged, directly or indirectly, to sa- 
tisfy. A contraction of the currency will then in all pro- 
bability take place, and the redundant money disappear. 

B B 2 
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It thus appears that the promissory notes of the pro- 
vincial bankers, and the book credits of the London 
bankers, may be issued to a greater extent than b neces-> 
sary for the purpose of internal interchange ; that the sur- 
plus of money, so created, may remain inert for a con- 
siderable time, without raising the prices of commodities, 
or affecting the foreign exchange; and that the ultimate 
corrective of the excess is a demand for, and exportation of, 
metallic money. 

It may perhaps be said, that although circulating banks 
may occasionally issue an excessive quantity of paper, in 
the manner above described, it is impossible that the Lon- 
don banks, which are merely banks of deposit, can err in 
thb respect They can onlv lend to odiers the money 
which has been previously lent to them. They do not 
create paper money ; they only employ, in discounting bills 
of excnange, or in advances upon securities bearing in- 
terest, the metallic or the paper money which has been 
placed in their hands for the purpose of facilitating the 
money transactions of the depositors. They are merely 
cashiers. 

But although the London bankers do not issue promis- 
sory notes, is it quite certain that they do not create 
^ prombes to pay," which perform the functions, and 
serve all the purposes of promissory notes, and which may 
be increased without intrenching on their reserved fund, 
of diminished without adding to it ? 

What takes place when a London banker, or a country 
banker, discounts a bill of exchange ? 

When a London banker dbcounts a bill of exchange, 
he gives credit for the amount of the bill, less the interest, 
for the period which the bill has to run, in an account 
opened in his ledger : when a country hanker discounts a 
bill of exchange, he pays the amount of the bill, less the 
interest, in prombsoiy notes. In both cases payment from 
the banker of the amount of the bill, less the discount, 
may be immediately demanded in gold, or in Bank of 
England notes. 

It may be said, that unless the person in whose favour 
the advance is made allows the money to remain in de- 
posit, the London banker will immediately be called upon 
£>r pajrment ; while the notes of the country banker isag 
remain, for a considerable time, outstanding. 

But does it necessarily follow, that if a cheque be drawn 
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upon the London banker for the amount of the advance, 
he will be obliged to intrench upon his reserved fund ? The 
cheque may be paid into his hands by some other depositor, 
and placed at the credit of that other depositor ; in which 
case, other things remaining the same, the whole amount 
of the book credits of that banker will be increased to the 
extent of this new advance. And even if the cheque be 
paid into the hands of some other banker, the amount of 
the book credits of the banker who has paid the cheque 
will not be diminished, while the book credits, as well as 
the reserved fund of the banker, to whom it is paid, will 
be increased by its amount. 

Now, precisely the same train of circumstances may 
happen with regard to the notes of a country banker. In 
the first instance he issues fresh notes for the amount of the 
bill discounted. So long as these additional notes remain in 
circulation, he is precisely in the situation of a London 
banker to whom a cheque upon himself has been paid by 
a depositor. 

But the additional notes may fall into the hands of a 
neighbouring bank ; in which case the banker who issued 
them will be called upon for their discharge ; and the re- 
served fund of the banker into whose hands they had fallen 
will be increased by the amount of the notes. 

In consequence of this accession to his reserved fund, 
the second banker will be enabled to enlarge his issues ; 
and thus the quantity of circulating paper may be aug- 
mented. 

The jconverse of these operations may take place. The 
new advances, instead of being again deposited or circulated 
in the form of notes, may be employed in the discharge of 
securities previously in the possession of the bank ; in 
which case there will be no augmentation of money. 

Moreover, some of the deposits or notes already out- 
standing may be employed in the same way ; in which 
case there will be a diminution of the quantity of money, 
unless the cancelled notes or cancelled deposits be rein- 
stated by fresh discounts and fresh advances. 

It does not appear to me that this reasoning is affected 
by an observation which I have sometimes heard, that cir- 
culating banks have frequently the power to force out and 
extend their issues of notes, while the London bankers are 
generally passive in this respect, and allow their book 
credit ciradation to be increased, or diminished, by some 

BBS 
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extrinsic force which they themselves have not been directly 
instrumental in producing. 

That there may occasionally be some difference in the 
practical working of the two kinds of machinery I may 
readily admit, and yet still maintain that the character 
and object of both are essentially the same ; that both the 
one and the other are substitutes for a metallic currency, 
and are susceptible of considerable increase or diminution, 
without a corresponding enlargement or contraction of the 
basis on which they rest. 

But is it true, in point of fact, that the one has con- 
stantly and unif3rmly an advantage over the other in this 
respect ? Has it not sometimes happened that, while the 
country bankers have found it impossible to increase their 
issues of notes, but on the contrary have been obliged to 
curtail them, the London bankers have been able to con- 
tinue their usual operations, and even to extend them ? 

You, who are accurately acquainted with all the material 
facts and circumstances of our past commercial history, 
can answer these questions. I apprehend the truth to be, 
that each mode of circulation is affected by a variety of 
circumstances which do not always simultaneously affect 
both. 

Permit me, in this place, to notice some observations 
that have been published on this subject. 

With the view of explaining the principle and the oper- 
ations of a bank of deposit, it has been said that the de- 
posits left by individuals in the hands of a banker are 
mofiied capital^ of which the functions are performed by a 
comparatively small sum of money ; and that the banker 
is compensated for his trouble by employing, for his own 
benefit, that portion of the deposits which is not used by 
the depositor. 

Of the meaning of the expression monied capital^ no 
explanation is given. If metallic money is not intended 
by it, the expression can mean only land, houses, merchan- 
dise, and other things of a like nature, in which what is 
called monied capital consists ; for surely it cannot mean 
the parchment, or the paper, on which the right to, or the 
interest in, the property referred to, is recorded. The 
banker may not be able to point out a single tangible and 
visible object on which any part of the written securities 
in his possession finally depends. Still, those securities 
(if they are good securities), whether consisting of bills, 
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bonds, mortgage deeds) or pledges of stock, have reference 
to property in which the deposits left in the hands of a 
banker are actually invested. 

If this is a correct view of the matter, the expression, 
*^ monied capital," in the observations referred to, means 
certain muniments of title which are readily convertible, 
by sale or otherwise, into metallic money at the pleasure 
of the holder. 

The result then is, that the deposits in the hands of a 
banker consist of debts of that banker to the depositors, 
against which debts he holds a small sum of money and 
other debts and obligations, which are finally resolvable 
into some tangible and visible object, its usufruct, or its 
produce. 

In this sense of the term *^ monied capital," it may be 
admitted that the deposits in the hands of a banker are 
monied capitaL 

In a like sense it must be admitted that the promissory 
notes of a circulating bank are monied capital, which 
monied capital, if traced out to the things in which it is 
really invested or embodied, will be found to consist of 
houses, land, merchandise, &c., into which certain debts in 
the form of bankers' promissory notes are finally resolvable. 

What is meant when it is said that the Junctions- of this 
capital are performed by a small sum of money, is not 
quite so obvious. 

The facts of the case are, however, sufficiently obvious. 

A banker knows, from experience, that, although most 
of the debts which he owes are payable on demand, pay- 
ment of a comparatively small portion of them is likely to 
be suddenly demanded. Of the funds entrusted to him he 
reserves, therefore, in the form of cash, no greater sum 
than he deems to be sufficient to answer that small amount 
of demand. This reserved cash performs no other function 
than the occasional payment of some of the debts owing by 
the banker. 

I must here again beg to observe, that although the 
transferable book debts and .the promissory notes of 
bankers are employed as a substitute for metallic money, 
it does not follow that every increase or diminution of their 
amount will necessarily affect prices of commodities in a de- 
gree commensurate with that increase or diminution. It 
may, and often does, happen that a larger portion than usual 
of the actual amount has fallen into tlie hands, or is at the 
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disposal of, persons who are onwilling for a season to bring 
their money funds to market* When this is the caae^ then 
— - ffiven the quantity of book credit monqr* and of notes --* 
if those iidio are indisposed to come to market with their 
money hare a larger share than osnaly others must have a 
less snare than usual* 

This state of things may occur in a country of whoch the 
currency is exclusively metallic When it does occort 
)f>rices are generally low, and the exchanges favourable to 
an in6ux of the metals. 

It may, moreover, be observed, that the substitution of 
transferable book debts for metallic money induces, bjr the 
facility of transfer, and the safe custody which it ammis, 
many persons to keep at their disposal much larger balances 
of money than they would be disposed to keep if the cur- 
rency were wholly metallic. These extra balances render 
the quantity of money, or what answers all the purposes of 
money, much greater in this country than it probably would 
be if the currency consisted exclusively of coin* They are 
not to be regarded as so much unemployed capitaL The 
capital which they represent exists in a tangible form some- 
where ; they are credits available at a moment's notice by 
the parties in whose favour thev are given. They do not 
act upon the prices of commodities, or of securities, unless 
they are brought out They are merely so much dormant 
credit* The large sums lodged, at interest, in the Scotch, 
and in many of the provincim banks, are of this description, 
with this diiference, that they are not payable on demand 
without previous notice to the banker* 

It remains to consider the deposits of the Bank of fkig- 
land, and to enquire in what respectthey difier from its note 
circulation* It may be proper to consider them under the 
following heads : — 

1. Deposits of Government 

2* Deposits of the London bankers. 

3. Drawing accounts* 

The most important question that occurs with regard to 
these deposits is this : — Upon which of them, and in what 
degree, is a demand for gold, when it arises either from the 
internal wants of the country, or from an unfavourable 
balance of trade, likely to fall ; and what efiect is that de- 
mand likely to have upon the note circulation of the Bank ? 

Let us take tfaeth in their order* 

1. The Government balances. 
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(^ these the aggregate amount varies; first^'in consequence 
of the greater or less productiveness of the public revenue 
compared with the . expenditure ; and secondly, because, 
when the income and expenditure are, on the whole, even^ 
the former is not, for short periods of time, commensurate 
with the outgoings. From these causes, and in conse- 
quence of the necessity of a strict adherence to the rules of 
parliamentary appropriation, the Government balances are 
subject to temporary fluctuations. But as the variation^ 
in the course of the year, usually compensate each other, 
their effect on prices, or on the rate of interest, and, through 
prices or the rate of mterest, on the foreign exchange, is 
too inconsiderable to deserve notice. 

When the revenue is surplus, the excess is brought into 
circulation through the medium of the sinking«fund, or is 
applied to the redemption of quarterly deficiency bills, 
agreeably to the provisions of the Act of 10 Geo. IV., 
cap. 27. 

When the revenue is deficient, the deficiency must be 
made good in some other way than by a direct advance 
from the Bank of England, or the general circulation will, 
no doubt, be artificially enlarged. 
2. Deposits of the London bankers. 
These constitute part of the reserved fimd of the Lon- 
don bankers, which it may be presumed is kept in deposit 
at the Bank solely to suit the convenience of the bankers, 
the custody of the Bank being preferred to that of their own 
iron chests. 

The increase or diminution of these balances depends 
upon the general state of the money circulation of the 
metropolis. If, during the prevalence of an unfavourable 
foreign exchange, the balances are reduced by cheques 
drawn upon the Bank, and finally by payments in gold, for 
exportation, then — - unless the bankers themselves export 
the gold on their own Account, which seldom or never hap- 
pens — the balances due to their various depositors, and 
consequently the quantity of money in the metropolis, is as 
effectually reduced as if the outstanding notes of the Bank 
were reduced by the redemption of securities in its posses- 
sion, and the bankers' deposits at the Bank to remain 
unaltered. 

On the other hand, during the prevalence of a favourable 
foreign exchange, and the consequent influx of gold from 
abroad, whether the imported gold is held by the bankers, 
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or placed by them in deposit at the Bank, the quantity of 
money in the metropolis is as effectually increased as .it 
would be if the Bank of England were to give notes in 
exchange for the gold* 

S. Drawing accounts. 

These are to be regarded exactly in the same light as sd 
many drawing accounts kept with private bankers; they 
are transferable book-debts in a constant state of active 
circulation. 

The propriety and expediency of sepilrating the deposit 
department from the circulating department of the Banl^ 
have lately been suggested in the belief that such a separa- 
tion would render the operations of the Bank more con-> 
formable to certain rules» the strict observance of which, it 
is supposed, can alone make the currency vary exactly as 
it would do if it were wholly and exclusively metallic. 

It is proposed that the circulating department shall hold 
a fixed amount of securities, and that its issue of notes 
beyond that amount shall be confined to the exchange of 
gold for notes, and notes for gold, with a few exceptions 
of no essential or material importance. 

It is further proposed that the deposit department shall 
be free to employ its funds in whatever manner is most con- 
ducive to profit, and at the same time consbtent with pru- 
dence and good management 

Although there is at present, I apprehend, no confusion 
of accounts between the two departments, yet so complete 
a separation of them as that which has been suggested^ 
could not well be effected without a more formal division 
of debts and assets than mere book-keeping can accomplish. 
Whether a deposit bank upon so large a scale as that of 
the Bank of England could be so conducted as to prevent 
considerable fluctuations in the value of the currency, I 
own I have considerable doubts. 

I am, dear Sir, 

Very faithfully yours, 

James Pennington. 

ClapJiam^ April 10. 1838. 
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Bullion - •• 

. - - Rc*t, 9,638,260£ 



6,540,433) 



7,493,640) 
8,356,1915 



6.740,514 > 
3,0Q5,O86J 



6,609,457) 
4^1,063J 



8,967,573) 
4^496,8175 



9,566,097) 
4,875,7635 



8.435,777) 
4,068,6035 



6,785391 ) 
3318,6795 



7368,141) 
8,3903395 



93S7370 
3^188.480 



18,756390 



9340340 
S36S300 



13333,140 



10345340 
4,179370 



I43M3IO 



11,110310 
8362390 



13373,100 



13^463,790 
1366,550 



15,440340 



13341300 
590,060 



14,431380 



18384380 
1339.830 



14,064310 



9,944370 
5,487,010 



15,431,610 



10378,780 
6,311360 



16,689330 
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PItlCES OF GOLD AND 



i 



Amount of Notai Ui Oitmlatloo, and Dflporfts, and iaeorttlM ImM by tlM Bulk <* 



SI August, 1787. 
drculatloo 
Depoaita 

90 August, 1788. 
Clrculatioa 
DcpoaiU 

81 August, 1789 
Circulation 
Depoaita 

SI August, 179a 
Circulation 
Depoaita 

SI Auguat, 1791. 
Circulation 
Depoaita 

SI August, 179S. 
Circulation 
Depoaita 

SI August, 17991 
CirculaUon 
Deposits 

50 August, 1791 
Circulation 
Depoaita 

51 August, 179SL 
Circulation 
DeposiU 

SI August, 1796L 
Circulation 
Depoaita 

SI August, 1797. 
Clreulation 
Depoaita 

SI August, 1796. 
Circulation 
DeposiU 

SI August, 1709. 
Circulation 
Deposits 



9,685,790 
5,631,540 



ISJillfiO) 



10,008,880 
5,598,640 



15,531,590 



11,191,800 
M0S.450 



17,S94,tS0 



11,489,810 
6,190^100 



17,699,540 



11,679,990 
6,497.790 



18.110b060 



11,006,900 
5,596,480 



16,532,780 



10365,050 
6,449,810 



17,907,860 



10,286,78a 
5,935,710 



16,199,490 



10369,900 
8,154360 



19,017,180 



9,946,790 
6,656390 



15309,110 



11,114,190 
7,765350 



18379,470 



19,180,610 
8300,790 



90381380 



19369,400 
7349310 



I 2l,«51,73n 



Securities 
Bullion 



91 Auguat, 1787. 
fPubUe 
I Frlvato • 



6366308? 



. . . lUat, 93»>40«. 

90 August, 1788L 



Securitiea 
Bullion 



C Public 
^Private 



8340,068 
9,790359 



] 



. . . Beat,835738Q<' 

91 August, 1789. 

"««««- - {g?S. : 

Bullion 

. - . Bcat,S31937QL 

91 August, 1790L 



9.661359 > 
93353013 



Securitiea 
Bullion 



CPubUo 
(Private - 



1356363 



J 



Beat, 9,757310'^ 

91 Auguat, 179L 



Securitiea 
Bullion 



C Public 

C, Private « 



. . . Rest, 9,765,400L 

91 August, 1792. 

s-"""- - {^!S^ : 

Bullion - . - 

. . . Rest, 9,790310^ 

91 August, 17931 



Securities 
Bullion 



C Public 
• I Private 



. . . Rest, 9,823.89QL 

90 August, 1794k 

Bullion 

- - - Rest, 939438U: 

91 August, 179& 

s~«««- - {^^ : 

Bullion 

. . . Rest, 9,109,090L 

91 August, 179& 

Bullion 

. . . Rest, 9,945310L 

91 August, 1797. 

Bullion 

. . . Rest, 9,4713BXM^ 

91 August, 1796. 
S«"riUe. - l^*^ : 
Bullion 

. . . Rest, 9,414»410t 

91 August, 1799. 



Securities 
Bullion 



rPubfic 
I Private 



Rest. 7fi7?,i90i. 



103913007 
1388310i 



10,715341 1 
S,1903Oi 



103813387 
4^4S7349J 



8,863.0487 
9383,4193 



1*,2503047 
S,789,016j 



103753477 
6^150,1993 



8.765,9947 
9,4953463 



10390,0387 
6,4193083 



9.452.9557 
7.477,4853 



1135S3BD 



18,146360 



11370^980 
6,899;]80 



18,409^480 



11397,780 
8345380 



Q(^«H.</^ 






90389350 



19319340 
8355310 



90375,450 



19305310 
53573BO 



19,9f;5390 



14309,680 
5399310 



90,191.690 



19,446,480 
6,770,110' 



19,916370 



16368390 
5,196350 



99,196370 



17395,470 
9,192350 



19,148,490 



18361470 
4389390 



99350,790 



17340340 
6346,100 



83395,740 



1633Q.440 
7.000,780 



99331.990 
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Amoiifet of Noitt m CIreulaUon* and Dapotlti, «m1 SeeurtUci held bjr the Bank— miMiMdL 



SO August, 180a 
QrcoLitioo 
Dcpoclto 

31 August, 1801. 
Circulation 
Depofiti 

. 31 August, 1802. 

Circulation 

Depoaiti 

31 August, 1803. 
Orculation 
Doposlta 

31 August, 1804. 
Circulation • 
Depoaiti 

31 August, 1805. 
Circulation 
Deposits 

31 August, 180QL 
Circulation 
Dqwaits • 

31 August, 1807. 
Qrculation 
Deposits 

31 August, 1806. 
Circulation • 
Deposits 

31 August, 1809. 
Circulation 
Deposits 

31 August, 18ia 
Oreulatkin 
Depoilta • 

31 AufuC, 1811. 
Orenlatlon 
Deposits 



31 AufuClSUL 
Cbenlillon 



15,047,180 
8,333,00) 



83,382,840 



14,556,110 
8,133.830 



88,689,910 



17,007,630 
9,739,140 



86396^770 



15,963,390 
9,817,910 



86,800,570 



17,158,890 
9,715,590 



86,869,430 



16,388,400 
14^)48,060 



30,436,480 



11,087,470 
9,636,390 



30,663,800 



19,678,300 
11.780,900 



31,467,560 



17,111.880 
15,018,510 



30,183,800 



19,574»180 
18;2S7,180 



31,831,360 



94^798,990 
13,617,680 



38,41] ,510 



SS,888L8SD 
11,075,060 



94)368,610 



13,090^880 
11,848,010 



34375,790 



Securities 
Bullion 



30 August, 180a 
C Public 
I PrivaU - 



13,58^1,590) 
8/»51,8r>»)j 



- - Rest, 3,906,6dML 



Securities 
Bullion 



31 August, 1801. 
C Public 
1 Prirate 



114)26,873 J 



- . . Rest,3,85-I,890£. 



Securities 
Bullion 



31 August, 1801 
C Public 
I Prirate - 



13,588,599) 
13.564,761 J 



• - . Rest,4,168,370£. 



Seeuritiei 
Bunion 



31 August, 180SL 

C Public 
" (Private - 



13,336,179) 
13,588,6613 



Best, 4,710,770/. 



Secoritiei 
Bullion 



31 August, 1804. 
r PubUc 
CPrtrate . 



14,993,395) 
10,8^885] 



BMt, 4,836,450^: 



Securities 
Bullion 



31 August, 180& 
r Public 
i Private . 



11,413,886) 
16^35S),584j 



• • - Best, 4,9e0,870£. 



Seeuritiei 
Bullion 



31 August, 1806L 
C Public 
IPrivata . 



14,167,778) 
15^905,388J 



- - - Rest, 5,094,3»U. 



Securities 
BoOion 



31 August, 1807. 
cAblic 
iPrivatn . 



1M10,055) 
1^5i9d^8B5 J 



. Best, 4,963,7404 



31 August, 180& 
fPttbUc 
I Private • 



Securities 
Bullion 

- - • BMt, 5,136,8304 



14^956,304 
14^887,696 



] 



Securitiee 
Bunion 



31 August, 1800L 
CPubUc 
(Private • 



15,307,673) 
18,187,597} 



. Rest, 5,856,3904 



31 August, 18ia 
CPublic 
I Private • 



Securities 
Bullion 

• • • Best, 5,754,1104 



17,196,677 
13,775,098 



J 



Securities 
Bullion 



31 August, 1811 
fPuldio 
( Private 



91,884,848 
15,199,091 



] 



- Best, 5,961^0704 



Securities 
BuUion 



31 August, 1811. 
ci^biie 



C Private 

m 

- - . Best, 6,9B&,00QL 



91,166,190) 
n,010^980J 



82,138,480 
5.150,450 



27,288,870 



82,909,570 
4,335,800 



86,544,830 



97,113,360 
3391,780 



31,005,140 



3,598300 



30311310 



96396380 
5379,190 



31.705370 



7394300 



35397350 



99,473,100 
6315390 



35388,190 



6,464350 



36,421300 



99344380 
efilSJM 



35,960,090 



33,496370 
3359,480 



37,067,750 



3,191360 



44,166380 



SlfiBSJUO 
3343300 



40396380 



3647^190 
3300.970 



4137S3B0 
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PRICES OF GOLD AND 



Amouiit of Noitt in Circulation, and DcfMMita^ and SccnrUici hcU bf tt« BWk — 




SI August, 1813. 
Circulation 

31 August, ISli. 
Circulation 
DepoiiU 

81 August, 1815. 
Circulation 
DeposlU 

81 August, 1816. 
Circulation 
DeiKMlts • - • 

80 August, 1817. 
Circulation 
DquMits 

81 August, 1818. 
Circulation • 
DcposiU 

81 August, 1819. 
Circulation 
DqHMita 

31 August, 1820. 
Circulation 
Deposits 

31 August, I8£I. 
Circulation • 
Deposits 

31 August, 182S. 
Circulation 
Dcpositi 

30 August, 18SS. 
Circulation • 
DcposiU 

31 August, IBM. 
Circulation 
Deposits 

81 August, 1815. 
Circulation 
Deposits 


2*,8?8,ia0 
11,159,730 


81 August, 18ia 

Bullion 

. . . Rest, 6,830,500^: 

31 August, 1814. 

Bullion 

. . . Rest, 7,825,410C 

31 August, 1815. 

8«<-i«- - {Se. : 

Bullion 

. . - Rest, 8,318,6501. 

31 August, ma. 

Bullion 

. . . Rcit,6,227,2S0L 

30 August, 1817. 

Bullion 

- - . BMt,5,645;»30<. 

81 August, 181& 

Securities - Jpri,.te - 
Bullion 

- . . Rest, 4,604,040/: 

31 August, 1819. 
8«uH.le. - {l!^^, : 
Bullion 

. . . Rest, S,779/)6U. 

81 August, 189a 

»«-'«'« - {PSiJJJc : 

BulUon 

. . . Rest, 3,336,950^1 

31 August, 188L 
-^....^ C Public 
Socurities - [private - 

BuUion 

. . . Rest, 8,095,d8Ot 

31 August, 1821 

'^'«'" • {?^^ : 

Bullion 

. - . Rest, 3,5fi4;240<: 

80 August, 182a 

Bullion •■ 

. . • Rest, 3,067,020/: 

31 August, 1824. 

*~"t^ • [te : 

Bullion 

. . . BMt, 2,880^030/: 

81 Angust, 1825. 

«««'"'» - {^,. : 

Bullion 

- - - Rest, 2.<V)(),9.W. 


S 
25,591,336) 
14^14,7445 

34^962,485) 
13,363,4753 

84,194^086) 
80,660,0945 

• • 

26,097,431 ) 
11,182,1095 

87,098,2.'») 

f7,257,012) 
5,113,7485 

25,419.148) 
6,321,4025 

• • 

19.173,997) 
4,672,1235 

• • 
• 

1S.752,AM) 
2,722,5875 

• • 

13,668,359) 
3,622,1515 

• • 

ll,842,6r7) 
5,624^6935 

14,649,187 ) 
6,255,8485 

n.4i4,5eR) 

7.fi91,40»5 


40,106^060 
2.712,270 


35,967,850 


42,8lK,3aO 


28,368,290 
14,849,910 


48,S45,9eO 
2,097,680 


48,S18,S30 


50^448,640 


87,948,670 
12,696,000 


44,854,180 
3,409.040 


39,944,670 


48,263,530 


86,758,790 
11,856^380 


37,279,540 
7,562.780 


38,615,100 


44,842,390 


89,543,780 
9,064,590 


a2,eQ5/i30 


88,628,870 


44^3,890 


26,202,150 
7,927,730 


32;37D,760 
6,363,160 


34,129,880 


38,733,920 


25^252,690 
6,304.100 


31,740,.<»50 
3,595,560 


31,56(^850 


85,335,910 


S4k89P,810 
4,420,910 


2S,846,12Qb 
8,211,080 


28,780,850 


32,057,900 


20.295,300 
5,818,450 


18,475,.540 
11,233,590 


88,118,750 


29,709.180 


17.46*,790 
6,399.440 


17.290,510 
10.097.960 


28,864,230 


27,.*«8,470 


19,281,810 
7,827,350 


17.467,870 
12,658,240 


27,058,590 


30,125,610 


20.132.190 
9,679,810 


20,904.530 
11.787,430 


29,811,930 


35,6914«0 


19,396,840 
6,410,560 


85,106,030 
Sk6S4^3S0 


25,809,400 


28,740,8'O 



STATE OF BANK OP ENGLAND, 
nt sdtoU* Id amlukn, ud D^oilU, ml SbbiIUb IwU t9 tlw 



CUculnUu ■ 
DepuUi . - 

DtpoMb 

X)Aiviut,IMg. 
DqniU . - 

SI Amurt, IM9. 
CticuliUon . 

XIAtviu<.U». 

31 Augiut, 1S31. 




31 AufuU, IStt. £ 
- - - R^flAMKM. 

j^^" -"{ST: «ffl!J 

. . . H»il,B,7M,8S« 


es.o«3H» 


S8,7(B.«1 


31^,SS0 


8,ces.O90 


10.4aj.770 


».T99,ao 


M«WWO 


io,im.sBo 


10.«8,880 


31,S5g,TS0 


M.tM,410 


19^J,3«0 


6.7SS,S30 


«WW,MO 


nAn,3«a 


n,«i.7Wi 


M,S6S,e90 
II.lK^MO 


3SJ«!S«« 


a».7W.i5g 




SM05,03D 
^M9.70) 


t7.flD7.»W 


i»JM,)SO 







An Aerout o( UK Arctiue Vurlr AmoBnH of lU Bank of EntUmd Mota tl OnidUIaD i ' 

Dcpo^U. Public ind I'rTrUe.MildbjlhiiBuik'.iiritieln'filtmrilUlnSKarUlHI udOlllMB 



UrpollU, PuDUc and filHla - 


£ 


ESSSS^SSS-. ■ : 


^ 


iBlho VMteDdlPS»8Felj. liM ■ 


<3l,u»,i>au 


SK.tUSOD 


BukNatBlnClrcullTlnii - 

OcpoilU, Public mi l'il-.W - 

lalhaVornxUiiESFfb. 1930 - 

Bink KdUi In CIrcuUlInn - 
Ill iba Ymi audln* ffl Feb, lf»» - 


]9.G31,0n0 


Giridiml surer BulUoB ■ 


fSS 


^aj,Mj«o 


i- II ,709.000 


so. sir. 0(1(1 


MM3.01» 




.fWJ».-.«« 


'wraiSo* 


•-w^S^iSS 




^mjni.ooi) 








Price* of Oold and SUrer, and EicfaangM on Munbuig and Paris. 





Prl« 


orstudird 


Prt«of^ 


l-,t»«t 


E.chm»« 


ElClUDg. 


D.U. 


a 


IdloBm 
p«ro«. 


BU-wpu 


D^'*Ar 


Hanburg. 


,s,p%^ 




£ 


t 


d. 


«. d. 


>. (i. 






1797 Feb. 84 


S 






s s 


5 31 






Aug. as 


3 


17 


« 


s a 


S 


37 






1798 Feb. 83 


3 


17 


IS} 




4 111 


38 







Aug. 24 




17 


S 1 




37 


3 




1799 Feb. 22 




17 


9 




f 1 








AUR. 93 


3 




9 




S 21 








1800 Feb. 2B 










5 r 


3r 






Aug. S3 


4 


5 


F 




5 7 


32 


2 




1801 Feb. 27 


4 


4 


P 




5 10 


31 


7 




Aug. 25 










5 10 


31 






180S Feb. 2S 




3 


6 F 


S 111 


5 9 




2 




AUR. 27 








5 6 


5 Si 






83.10 


1803 Feb, 25 








S 71 


B ? 


34 




84. B 


Aug. S6 












32 


10 


23.16 


1804 Feb. 24 










5 7 


34 


8 


24.14 


Aug. 31 










5 11 






95. 4 


Oct. 19 










5 


35 




25. 2 


180.S Feb. 2G 













35 




25.12 


Aug. S7 












S 31 


35 


5 


85.12 


Not. 26 








5 91 


5 7 






25. 4 


1806 Feb. 2i 
















84.12 


Aug. 26 














5 


94. 7 


IBOT Feb. 37 








s a 




31 


10 




Aug. 28 










5 5 


34 


9 


94. 6 


1808 Feb. 26 










5 3 




6 


23. G 


Aug. 2e 










5 5 






23.16 


leos Feb. 28 


4 


10 


F 




S 3 






2ai9 


Aug. 23 










S 51 


29 


4 




I BIO Feb. 27 










5 6 


29 





19.16 


Aug. 28 










5 81 


30 




21. 6 


1811 Feb. 26 




13 


6 F 




5 11 






17.16 


Aug. 30 




17 


6 F 


6 2 


6 






IS. 2 


1812 Feb. 28 


4 


15 






6 1 






19.16 


Aug. 28 










6 31 


28 


9 


19. 5 


1813 Feb. 26 












3a 





29.80 


.4ug. 27 












26 




18.80 


1814 Feb. as 


5 


e 





6 Jt) 










Aug. 23 


4 


11 


O F 


S 81 











1815 Feb. 28 


4 


9 





5 1IJ 


5 10 


32 


2 


82. 


Aug. 25 










5 7 


32 


6 


92. 


IBIS Feb. 27 




2 








34 


S 


24.60 


Aug. 27 




19 






4 lOJ 








1817 Feb. 28 


S 


18 


6 


S 1 




36. 7 


25.40 



TABLES. 
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Prices of Gold and Silver, and Ezehanges on Hamburg and Paris, continued. 



] 


Date. 


Pric« of Standard 

Gold in Bars 

per OS. 


Price of 
Standard 
Silver per 

OS. 


Price of 

Spanish 

Dollars per 

OS. 


Exchange 

on 
Hamburg. 
2| Usance. 


1 

Exchange 

on Paris. 

^ Days' Sight. 




£ 


9. 


d. 


s. d. 


«. d. 






1817 


Aug. 22 


4 





6 


5 1 


5 2 


35. 


24.30 


1818 


Feb. 27 




_ 




5 41 


5 5 


34. 


24. 




Aug. 25 




_ 






5 5 


34. 6 


24.35 


1819 


Feb. 19 


4 


1 





5 7 


5 7 


33. 1 1 


23.85 




Aug. 3 


3 


18 





5 2 


— 


35.11 


25.10 


1820 


Mar. 3 


3 


17 


lOj 


5 11 


— 


36. 4 


25.20 




Aug. 1 


3 


17 


loj 


5 


^ 


37. 6 


25.80 


1821 


Feb. 27 


3 


17 


loi 


4 111 


4 101 


38. 2 


25.80 




Aug. 28 


3 


17 


lOj 


4 11 


4 10 


38. 2 


25.70 


182'J 


Feb. 26 


3 


17 


lOJ 


4 11 


4 91 


37. 4 


25.40 




Aug. 27 


3 


17 


6 


4 m 


4 9 


37.11 


25.60 


1823 


Feb. 25 


3 


17 


6 


4 111 


^^ 


37.11 


25.75 




Aug. 26 


3 


17 


6 


4 11 


4 8| 


38. 2 


25.85 


1824 


Feb. 24 


3 


17 


6 


4 Hi 


4 91 


37. 5 


25.80 




Aug. 31 


3 


17 


6 




4 10 


36.11 


25.20 


1825 


Feb. 22 


3 


17 


9 


5 (^ 


4 101 


37. 


25.15 




Aug. 30 


3 


17 


lot 


5 1 


4 111 


36.10 


25.25 


1826 


Feb. 28 


3 


17 


6 




— 


37.10 


25.70 




Aug. 29 


3 


17 


6 


4 IC^ 


4 S\ 


37. 9 


25.75 


1827 


Feb. 27 


3 


17 


6 


4 111 


4 91 


37. 3 


25.55 




Aug. 28 


3 


17 


6 




— 


36.11 

M.C.S. Danoo 


25.40 


1828 


Feb. 26 


3 


17 


6 


— 


4 10 


13.12 


25.30 




Aug. 26 


3 


17 


6 


— 


4 11} 


13.14 


25.35 


1829 


Feb. 24 


3 


17 


101 


— 




13.13 


25.40 




Aug. 25 


3 


17 


9 


4 Il| 


4 91 
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An Account of tbe Prices of Wheat per Quarter, as eifaibited in the 
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TABLE of the Monthly Average Price of Wheat, per Wlncbester Quarter, 
in England and Wales, from 1793 to 1837 inclusive. 
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TABLES OF PRICES. 



The following Tables of Prices apply to the greater number 
of the articles, of which the quotations were appended to a 
former work of the author's, entitled << Thoughts and Details 
on the high and low Prices of the 30 Years ending in 1822." 
Those prices were collected with great care by Mr. Hinrichs ; 
and, for tlie purposes of the present work, the quotations of them, 
as derived chiefly from the same authority, namely, ** Prince's 
Price Current," have been collected and collated from that time 
to the present by Mr. M. L. Merac, whose accuracy is well 
known and attested by several elaborate tabular statements, 
which he has had occasion to draw up. Two of the articles, 
namely, Hops and Whalebone, in the following tables, have not 
been referred to in the foregoing historical sketch of prices, and 
they are here inserted for the purpose only of showing the pro* 
digious variation to which some productions are liable from 
mere casualties affecting the supply. The latter of these ar- 
ticles, it will be observed, was cheaper during the war and the 
restriction than it had been before, or has been since. 

The quotations in the Tables date as far back as 1782, because 
that is the period from which Prince's Price Current, the oldest 
of any extant, in a connected series, commences ; and it ap- 
peared to be desirable to give them here in the entire series, 
because, commencing as the series does, in the year before the 
termination of the American war, it affords some means of judg- 
ing of the effects of the transition from war to peace in 1783; 
and the information of the state of prices in the ten years of 
peace, before the breaking out of the long war with France, may 
be useful as exhibiting a view of the level from which the subse- 
quent fluctuations took place. 
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The subjoiDed memarandiini was ippended hj Mr. 
to the qaoUtioDS of prices coDccted bj him from 1782 to 1822 ; 
and Mr. Merac has added some remarks upoo his own continu- 
ation of the prices irom that time to the present. 

** The prices in the following tables are extracted from the 
New London, now Prince's, and London Price Corrent, which 
was estaUished in 1782, and is the oldest and best aothenticated 
I have been able to meet with. 

*' In order to give as general an idea as it is possible in so small 
a compass of the Tariations in prices for fortj jears, I have 
selected the quotations of the first and last months of each jear, 
with the intermediate fluctuations where the rise or fall has not 
been progressire. 

** The figures on the left hand gire the lowest quotation of 
the article, and those on the right the highest ; the range 
between the two includes, therefore, the necessary scope 
for the uncertainty of price, whidi is sometimes observable 
when the market is in an unsettled state, as well as for the dif- 
ferent gradations in quality, which are very great in some 
articles, as will be seen by the tables. 

^ In the column of * Duties,* those only are noted which are 
levied on importation by British vessels. It is hardly necessary 
to observe, that whenever there is any great distinction in fa- 
vour of British vessels, it operates to the exclusion of foreign 
vessels, in the importation of those articles to which the dis- 
tinction applies. 

" The rates of duties were obligingly furnished me by Mr. 
Thomas Cope of the Long Room, Custom House ; and great 
pains were taken by him to insure their correctness ; but, as 
several temporary alterations, not noticed in the books of rates, 
were made in the duties by orders in council and otherwise, I 
have, with a view to still greater correctness, referred to them, 
and made the proper allowance accordingly. 

<< It is, of course, not to be expected that a document of this 
kind, embracing so long a series of years, and such a variety of 
articles, should be entirely free from occasional errors ; but I 
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think, from the care and attention bestowed, I am entitled to 
claim a pretty general dependence upon its accuracy. 

«A. HINRICHS. 

« Londofiy Aprily 1823." 

<<The prices contained in these tables, for 1822, and subse- 
quently up to the present period, I have carefully drawn from 
the same source as the prices from 1782 till 1822, 'Prince's 
Price Current ; ' except in the cases where the * Averages of 
Muscovado Sugars,' not being inserted therein, I have taken 
them from other Prices Current, principally the * New London 
Mercantile/ 

^* I have taken the following periods as a general basis for my 
prices, being those approximatively succeeding the revenue 
quarter, in each year respectively : — 

from the 8th January, to about the 15th, 

28th March, to about the 7th April, 
10th July, to about the 16th, 

8th November, to about the 15th; 
unless, where any extraordinary alteration may have occurred, 
when it is placed at that period nearest to the preceding or sub- 
sequent one, as the case may have required ; viz. if nearest to 
March quarter, I have placed it in the 2d column ; if nearest to 
the July, then in the 3d column; and so forth as to the 1st or 
ith columns. 

<< The prices of Bengal and China raw silks I have taken from 
the 'Returns' of the silkbrokers, afler each sale (published in 
the London Mercantile, and New London, and occasionally in 
Prince's), of the lowest average price and highest average price 
of each description of silk put up to public sale, and at which 
they were sold by the Hon. the East India Company, at their 
respective annual sales, whether three or four in the year. I have 
not noticed any intermediate prices, as the higher or lower prices 
of each succeeding sale may serve generally as a guide to the 
greater or less demand between the two sales respectively. 

'' The home consumption duties on British plantation coffee, 
from 1782, include, in one amount (for simplification), all the 
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duties, warehousing, customs, and excise, while they remained 
in force ; then the customs duty only, as at present. 

*^ The returns of the imports and exports, in the quinquen. 
Dial table, are calculated froih the Annual Parliamentary Re- 
turns of Imports and Exports. 

<< For any other specific remark upon these tables, I must beg 

to refer to such as are noted upon each table respectivdy, as 

the case may have required. 

«« M. L. MERAC. 
'< Landofh April, 1888.** 
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- 


* 
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- 


45 


66 


70 


78 


._ 


1813 
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- 


307 


m 


m 


- 


C 3s. 6|<f. per ) 
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700 780 


83 


98 


66 


80 


96 110 


1814 


«* • 


397 


. 


287 


_ 


337 


. 


^ ^ 


1160 1260 


85 


100 


90 


108 


86 94 


1815 


• * 


360 


_ 


347 


_ 


. 


_ 


„,. 


. 


86 


94 


73 


78 




1816 


«* • 


307 


M 


257 


• 


. 


. 


_^ 


70 78 


62 


66 


. 


* 


74~77 


1817 


1260 




287 


227 


_ 


207 


_ 


^ 


72 75 


89 


97 


. 


. 




1818 


» « 


267 




283 


_ 


. 


. 


^ 


94 100 


162 


170 


m 


. 


I4S~*148 


1819 


« w 


283 


. 


230 


. 


. 


. 


3s. 7d. 


930 970 


115 


122 


105 


no 


190 126 


1880 


940 


No 


price 


No 


price 


223 


. 


__ 


128 132 


117 


121 


133 


188 


133 198 


1881 


916 




. 


. 


_ 


230 


- 


^ 


118 1210 


117 


119 


115 


117 


98 106 


1889 


840 


228 


. 


270 


275 


2.'iO 


256 


_ 


98 102 


104 


110 


97 


107 


M 100 


1888 


970 


290 


. 


300 




310 


. 


^ 


94 IflOO 


106 


110 


98 


97 


78 77 


1824 


810 315 


300 


- 290 


. 


205 


- 


.^ 


72 75 


62 


64 


58 


61 


58 80 


1895 


990 295 


290 


295 


300 


315 


300 


315 


_ 


580 640 


76 


79 


60 


68 


86 87 


1896 


330 


315 


. 


280 


. 


280 


. 


^ 


57 58 


53 


54 


45 


46 


48 49 


1837 


280 


280 


. 


240 


260 


275 


280 


^ 


50 510 


43 


47 


43 


44 


88 41 


1888 


250 255 


240 


245 


245 


250 


242 6 


250 


^ 


360 380 


35 


&) 


34 


36 


S3 34 


I8S9 


250 255 


2.% 


2.W 


250 


255 


245 


250 


^^ 


320 330 


31 


83 


81 


3S 


•8 35 


1880 


No price 


No price 


235 


245 


230 


240 


3s. G(/. 


310 360 


39 


41 


41 


43 


56 58 


1881 


930 940 j 


250 


260 


265 


270 


240 


250 


— 


540 560 


56 


59 


GO 


63 


59 n 


1839 


265 270 1 


265 


270 


245 


255 


245 


250 


.^ 


66 57 


55 


66 


60 


61 


61 65 


1838 


945 250 


240 


255 


240 


255 


260 


275 


^ 


56 57 


54 


56 


60 


69 


63 64 


1884 


290 


310 


820 


310 


320 


400 


500 


-_ 


590 610 


58 


60 


51 


53 


46 47 


1835 


400 460 i 


420 


450 


400 


440 


400 


440 




49 51 6 


K 


. 


54 


56 


50 58 


1836 


40O 440 ! 


400 


440 


430 


450 


430 


450 


_ 


526 536 


53 


m 


54 


55 


46 68 


1887 


430 450 , 


410 


430 


400 


410 
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410 


— 


490 530 


48 


48 


41 


44 


40 48 


1888 


310 380 1 


390 


340 


" 


- 


- 


- 


«• • 


42 44 6 


42 


44 
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M 


w 
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TABLES OF PRICES. 



COPPER. BritUl). ia O 
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COTTON WOOL, Weil Indii, Surlsun. Ac. 
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COTTON WOOL. Bowed Gmt^ j 


y« 


Pom. 


B.,. 
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i 
i 
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IM 

ion 
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li 
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i 
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i 
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if 
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Ii 
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f™ 
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y 
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TABLES OF PRICES. 



405 



INDIGO* East IndU, Saperior. 


INDIGO, East India. Inferior. 


[^ 


FWIb. 


Duty. 


• 
Ferlb. 


Doty. 


M,d. 


9. d. 


t. d. t. d. 


M.d. i,d. 


«. d. t. d. 




V. d. 


i.d. 


$.d. 


«. 


d. 


9, d. t. d. 


i. d, t. d. 




i7ta 


«■ 




6 6a8 


9 OalO 6 


m 


l|d. per lb. 


. 


m 


40a5 


6 


6 0a6 6 


• m 


lid. per lb. 


ITtt 






7 10 


6 8 


m 


__ 


. 


m 


40 


5 


06 7 


m 


^ 


1784 






7 6 9 


6 7 


• 


^.^ 


. 


. 


60 


7 


03 3 D 


m m 


^_ 


178ft 






7 8 


5 6 6 3 


m m 


^^^ 


• 


• 


4 


6 


31 9 3 6 


. 


^^ 


1786 






6 7 


ft 6 6 6 


m m 


_„ 


• 


. 


36 


4 


63 4 


• m 


«. 


1787 


70 a 8 01 


9 9 6 


.' 


6 Oo7 6 


■ ^ 


4 6a 


16 


3 


6 


. 


3 9a4 6 


.. 


1788 


. 


. 


6 6 8 


6 S 7 9 


• m 


Free 


m 


• 


39 


6 


03 8 4 6 


m m 


Frae 


1789 




. 


7 6 8 


8 10 


m 




. 


• 


50 


6 


016 7 
9^3 4 6 


m 




1790 




• 


7 6 9 


5 9 8 6 


m 


^^ 


. 


* 


1 6 


8 


m m 


_ 


1791 




• 


7 9 


8 10 6 


w • 


^_ 


m 


• 


50 


6 


07 8 


. 


.. 


1793 




m 


9 10 6 


8 6 10 


. 


•^ 


• 


. 


70 


8 


67 8 


• 


«. 


1793 


76 


8 3 


8 6 10 6 


- 


8 9 6 


^_ 


6 


7 


50 


6 





m m 


5 9 6 6 


.. 


1794 




m 


7 6 9 6 


8 6 10 6 


. 


_ 


• 




86 


6 





4 7 6 


• * 


^.^ 


1795 




m 


8 6 10 6 


6 9 7 9 


. 


^^ 


• 


. 


5 


7 


6 


4 6 9 


. 


«. 


1796 




m 


9 6 11 


7 9 


■ «■ 


„^ 


m 


_ 


4 


8 


6 


3 6 6 6 


m m 


_ 


1797 




m 


6 10 


7 11 6 


• 


_^ 


m 


• 


19 


5 





3 9 6 6 


m m 


^^ 


1798 




_ 


8 6 10 6 


11 13 6 


m m 


^^ 


• 


. 


3 9 


8 


04 9 10 0| 


m 


«M 


1799 




» 


7 8 6 


11 13 9 


m 


„^ 


• 


m 


39 


6 


6 


4 10 6 


m 


_ 


1800 




. 


8 9 6 


9 6 13 


« m 


_, 


• 


m 


86 


7 


6 


4 9 9 


m m 


._ 


1801 




• 


8 11 6 


9 9 11 8 


• 


_^ 


m 


m 


4 9 


8 





6 9 9 


« • 


^m 
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. 


9 10 6 


- 


. 


.^ 


m 


_ 


66 


8 


6 


. 


. 


^m 


1803 

1 




- 
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9 6 11 3 
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m 


• 


70 


8 


9 


6 9 
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r lit. 8M. 1 

I perlOOIb J 
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* 


9 6 11 3 


10 13 


m 


m 


_ 


60 


9 





7 9 6 


- 


1806 
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13 


10 13 3 


m m 


10 6 14 


13 U 


8 6 


9 6 


6 6 


9 


6 


m m 


8 3 10 


13 iT 


1806 




. 


11 D 14 


11 14 6 


m m 


14 ll 


• 


• 


8 ft 


10 


6 


4 10 


• 


14 l| 


1807 




m 


II 6 14 6 


9 6 13 
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14 4' 


. 


• 


4 
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3 9 
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14 4' 
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13 


10 U 9 


9 11 3 


- 
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3 


9 


4 6 


9 


6 


. 


3 6 8 6 


_ 


1809 


9 6 


11 2 


9 3 10 1 


8 9 10 


9 6 13 
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3 6 


9 3 


4 


9 


2 


3 6 7 


4 9 


^ 


1810 


9 6 


13 6 


10 6 14 


. 


9 6 13 


^^^ 


4 6 


9 


60 


10 





. 


4 9 


^ 


1811 


10 


13 


8 9 6 


. 


8 6 10 6 


^^ 


3 6 


9 C 


36 


7 


6 


m m 


3 7 6 


,^ 


1813 


9 6 


11 6 


9 11 


w * 


9 6 11 6 


, , 


3 9 


8 


3 6 


8 





m 


4 9 


^ 


1813 


. 


m 


9 6 11 6 


13 16 


. 


II „ 


4 6 


9 


3 9 


8 


6 


m 


11 6 


__ 


1814 


m 


- 


12 16 


11 13 6 


- 


2|<l. por lb. 


- 


- 


70 


11 


6 


5 10 6 


• m 


Hd. par lb. 


1815 


10 6 


18 9 


10 13 


• 


9 Oil 


^^ 


5 10 


36 


9 


6 
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4 8 9 


« 


1816 


. 




9 Oil 


8 9 10 6 
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_ 


- 


. 


4 


8 


9 


2 7 6 


. 


_ 
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9 
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8 6 10 


9 6 11 6 
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^ 
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3 6 


8 





5 6 9 


5 3 8 9 


^^ 
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8 9 10 


7 3 9 


. 


__ 


• 


. 


5 3 


8 


6 


4 8 7 


. 
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1819 


. 


• 


7 8 9 


7 9 


m « 


6d. 


. 


• 


4 8 
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3 6 6 6 


. 
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1830 


7 


90 


5 6 710 
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6 4 8 
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5 
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80 
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_ 


3 9 


6 


39 


6 
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.. 
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8 
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_« 
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7 


06 7 6 
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8 
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9 
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__ 
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5 


4 


7 
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15 
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11 
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7 
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_ 
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8 
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_ 
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811 


10 


8 8 10 3 
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_ 
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8 


30 


8 
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^^ 
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6 


30 


6 


9 
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>M 
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78 
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_ 


3 9 
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37 
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3 5 8 


^_ 


1839 


5 3 


68 


50 6050 63 


4 10 6 


^_ 


1 9 


5 2 


2 


5 





3 3 5 


3 8 4 9 


«. 


1833 
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60 


410 6 4 6 6 


6 8 


.. 


3 2 


4 9 


8 


4 


9 


3 8 4 4 


3 10 6 


_ 


1H34 


6 


8 


5 9 611 5 9 611! 5 6 3 


_^ 
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5 


9 


3 15 9 
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.m 


1835 


4 9 
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^_ 


3 8 
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30 


6 


3 
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M 
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.^ 


3 


5 


30 


6 


014 6 3 


4 6 4 


«. 


lh37 
1838 


6 4 


8 6! 6 6 8 


6 7 6 


7 8 


.. 


4 


6 4 


36 


6 


4 


3 5 10 


3 3 6 10 


_ 


7 4 


8 6 


1 7 8 c 

( 


- 


• • 




3 6 


7 3 


36 


7 












I) D 3 



406 



TABLES OF PRICES. 



IRON, BliclJtb, In ri(i. 






1 1 *."1f 'S .j'l 

,10 ■ U a . 






;:tr 



TABLES OF PRICES. 



407 





OIL, 


Northon FUbery, without Cuki. 










OIL. Gallipoli. in Bond. 




T«ar. 


Per Tun 152 (iattoot. 


Duty. 
T«. 


Per Tun S3C Uallont. 


Dunr. 
SAtUanoM. 




£ s. 


£ 


£ : 


£ 


£ $. £ 


£ $. 


£ 


t. d. 


£ 


i. 


£ £ 


£ 


£ 


£ 


£ 


t. 


£ 


£ «. d. 


17SS 


. 


. 


25 0a26 


28 0a29 


• 


. 


12 2 


. 




m 


36 


a 37 


4-) 


48 


. 




• 


7 9 5 


1783 


. 


. 


21 


22 


28 29 


. 


a 


^^ 


. 




• 


45 


46 


41 


4'2 


. 




m 


_ 


1784 


. 


. 


29 


30 


19 20 


. 


_ 


^^^ 


_ 




• 


39 


40 


61 


53 






m 


— 


1785 


- 


• 


26 


27 


20 21 


. 


• 


_ 


. 




. 


50 


51 


40 


41 






~ 


— 


1786 


• 


. 


21 


22 


17 20 


«■ 


• 


^_ 


. 




. 


40 


41 


47 


4H 






- 


— 


1787 


* 


• 


16 


- 


20 - 


. 


. 


__ 


. 




. 


34 


- 


42 


- 






- 


— 


1768 


• 


. 


17 


18 


15 17 


. 


. 


^_ 


. 




. 


35 


36 


39 


40 






• 


.» 


1789 


• 


. 


16 


17 


18 19 


. 


• 


_ 


. 




_ 


42 


44 


38 


39 






. 


— 


1790 


• 


. 


17 


18 


21 23 


• 


• 


^^ 


. 




* 


36 


39 


40 


43 






. 


— 


1791 


m 


m 


17 


19 


23 24 


. 


• 


__ 


* 




_ 


38 


40 


36 


37 






. 


.. 


179a 


V 


m 


23 


24 


25 26 


• 


. 


__ 


w 




• 


36 


37 


41 


45 






- 


~^ 


1793 


26 Oa27 


20 


21 


_ _ 


23 Oi 


BtM 


_ 


42 


0a46 


56 


58 


. 


. 


53' 


0a64 


.^ 


1794 




. 


23 


24 


25 26 


• 


• 


__ 


. 




m 


56 


60 


50 


53 






. 


.. 


1795 


. 


. 


25 


27 


36 37 


. 


m 


— 


- 




m 


47 


48 


65 


66 






m 


— 


1796 


36 


38 


29 


30 


_ _ 


35 


36 


■ 


. 




m 


65 


67 


46 


48 






. 


7 7 4 


1797 


36 


88 


28 


29 


• m 


31 


32 


— 


- 




m 


51 


52 


65 


70 






- 




1796 


30 


81 


27 


28 


„ _ 


30 


31 


^_ 


a 




. 


65 


68 


70 


71 


60 





68 


9 4 111 


1799 


• 


• 


26 


27 


28 29 


m 


. 


_ 


. 




_ 


66 


68 


76 


77 


64 





65 


_ 


1800 


. 


• 


25 


26140 41 


m 


. 


__ 


. 




* 


65 


66 


60 


62 


. 




• 


^^ 


1801 


42 


46 


49 


SO 


. 


45 


46 


_ 


• 




. 


59 


60 


61 


63 


m 




. 


.mm 


1802 


40 


42 


31 


82 


33 34 


. 


* 


_ 


61 





63 


52 


53 


62 


63 


. 




. 


^ 


1803 


• 


• 


32 


34 


38 40 


* 


• 


13 91 


63 





64 


66 


68 


S3 


64 


. 




m 


10 16 e 


1804 


. 


. 


36 


37 


34 35 


. 


m 


13 1 


. 




. 


51 


52 


70 


73 


. 




m 


12 74 


1805 


84 


35 


38 


40 


« « 


31 


32 


13 4 


70 





74 


68 


70 


- 


- 


74 





75 


12 6 6 


1806 


• 


• 


27 


28 


26 27 


• 


m 


14 il 






m 


73 


76 


63 


66 


. 




. 


18 1 6| 


1807 


• 


. 


26 


28 


21 22 


• 


• 


... 


« 




• 


64 


67 


68 


70 


. 




. 


^ 


1808 


21 


22 


28 


80 


25 26 


36 


87 


_ 


69 





70 


84 


85 


. 


. 


68 





71 


— 


1809 


36 


37 


34 


35 


• • 


42 


45 


7 


67 





70 


77 


78 


70 


71 


61 





65 


18 8 4 


1810 


38 


39 


43 


44 


• m 


40 


41 


^M 








64 


66 


58 


59 


- 




. 


^ 


1811 


. 


m 


42 


46 


81 83 


« 


• 


_^ 


• 




m 


57 


59 


69 


73 


. 




. 


_ 


1812 


84 


85 


42 


43 


• m 


35 


36 


_ 


• 




. 


75 


77 


87 


88 


89 





97 


.. 


1813 


44 


45 


36 


40 


. 


56 


60 


8 81 


m 




• 


88 


85 


95 


97 


85 





90 


15 12 §1 


1814 


57 


58 


33 


34 


. 


42 


43 


^ 


• 




• 


87 


90 


58 


60 


65 





68 


m 


1815 


42 


43 


32 


33 


44 45 


34 


35 


__ 


. 




. 


. 


• 


69 


70 


76 





78 


^„ 


1816 


35 


. 


22 


. 


. 


37 


• 


_ 


. 




• 


76 


76 


60 


61 


82 





83 


oM 


1817 


35 


38 


30 


31 


w • 


58 


59 


_ 


. 




• 


88 


85 


80 


81 


84 





86 


.^ 


1818 


58 


59 


33 


34 


41 42 


37 


39 


^ 


m 




• 


84 


86 


67 


73 


85 





90 


_ 


1819 


36 


37 


32 


38 


38 39 


33 


84 


8 8 


85 





90 


57 


58 


66 


67 


69 





60 


15 18 


1820 


30 




33 


. 


34 ' 


23 10 


• 


_ 


58 





61 


60 


64 


56 


60 


64 





56 


.1^ 


1821 


25 




. 


- 


19 . 


19 


- 


— 


55 





66 


No 


price 


45 


. 


50 10 


m 


_ 


1822 


22 




. 


m 


28 • 


26 


. 


.^ 


50 10 


. 


^ 


. 


39 


. 


42 





48 


^ 


1828 


26 




21 


m 


23 - 


18 5 


• 


— 


42 





43 


43 


44 


45 


47 


46 





48 


, 


1824 


18 




18 15 


m 


21 15 • 


Vi 


• 


— 


46 





48 


45 


46 


42 


43 


44 





• 


^_ 


1825 


28 10 




26 


• 


28 10 - 


32 


. 


__ 


43 





44 


45 


• 


46 


47 


40 





42 


7 


1826 


36 




38 


• 


26 10 . 


32 


. 


1 


43 





• 


43 


41 


42 


m 


36 





89 


8 8 


1827 


34 10 




29 


• 


28 10 - 


21 


m 


— 


42 





« 


49 


50 


46 


47 


42 





44 




1828 


22 




24 5 


• 


27 - 


30 


m 


_ 


43 





44 


44 


45 


38 


40 


39 





40 


■ 


1829 


25 15 




25 15 


« 


25 - 


28 


. 


_ 


40 





41 


44 


45 


42 


. 


38 





. 


„^ 


1830 


29 




31 


- 30 15 - 1 


54 10 


w 


— 


39 





• 


41 


42 


40 


* 


52 





64 


^^ 


1831 


52 10 




38 


. 


30 . 


39 


* 


.. 


44 





• 


48 


. 


34 


35 


38 





40 


^^^ 


1832 


33 10 




31 10 


- 30 - 


23 10 


• 


_ 


44 





m 


48 


. 45 


• 


42 





• 


^^ 


1833 


24 10 




24 


. 26 10 . 


28 6 


. 


^ 


42 





. 


51 


• 


49 


50 


61 





68 


_ 


1884 


22 




23 


- 23 - 


25 


. 


.» 


50 





51 


44 


• 


45 


m 


46 





m 


^^ 


1835 


26 




26 10 


. 


25 10 - 


42 


. 


— 


54 





65 


54 


. 


54 


65 


60 





• 


4 4 0B.8. 


1836 


38 15 




41 


. 


No 


price 




.. 


60 





61 


58 


59 


56 


• 


66 





67 




1837 




No 


price 




No .price 




.. 


68 





. 


58 


m 


45 


47 


63 





66 


M 


1888 
















53 





• 


54 


* 















D D 4 



TABLES OF PRICES. 





PROVISIONS. 


_Bq 


Kr, Wwrford. 






PROVISIONS. 


-IriAUokB-rf. 


»— . 


PkCh. 


f«TU», 30llt~ ' 




, 




J 




. .. 


, 


, 


I t 


.. * 


1 A • tf 


7 


I. g. 


l.« >.tf.l 


Tin 










MaM 










sboaUD 






7tDan* 


ra 


n 


G8 












sol 




SOO 640 








nt 


es 


70 












G0( 






700 






m 


H 










sa 








700 730 








TM 












SI 




701 






660 




Tio n* 










Wl 








TH 




7«D SOO 




imlD 


7S0 ^t 


7*i 




















ViWEiuU 


J0« 






m 


















75 


BiB 7»0 








no 


















79 


700 900 
















49 




















vn 
























90 




Ma 




















7B0 900 


1000 






s 


n 


76 


M 


" 


7D 76 


74 


78 


990 


irn'o 




910 

got 


10 






































Wi 


















40 












ca 






SO 






400 no 




30 




79B 




















060 3G0 








iW 


















mo 


JOO 30 








Wl 




















400 BOO 




















BS 








DSO WD 




60 










as 
























IW 






so 






w 






S.S "S 














Cfl 














ftO 190 


sac 






60T 


79 


» 


w 


IM 




90 


iS 


laio 


140*0 


100 lUO 




(0 




Ml 




















»0 ISSO 


N)0 


CD 






IS 


1 


90 

ilil 


«a 

1 


m 1J7 


^ 


ji 


4ic 

soc 
esc 


IS El 


47 IMO 


GBO 


























IGSn i7o"o 








m 










94 ea 










1100 llftO 




900 












M 




Its 








1900 IMo 








"la 


1™ 


\\t 


■*' 


71 


I'i 




'» 


lw« 




IMO 


"o 




t»0 










93 












UBO 1100 


300 














97 












imo 










H 






70 




EK 
















883 








HO 


71 74 




so 


















m 








ac 






9S'0 






sio 


fas uo 


»» 










w m 








lOSO 


117 B 








BM 








8S 






96 


1»0( 




130 








lOT 








90 


sj si 




M 














sia 
























































uo 










70 74 




90 


9)<l 




9S0 970 


MO 




976 in* 














94 


98 






9.10 97 






916 


an 




w 








7a 














117 6 




i 




tS 


74 


U - 


;s 


74 


ISf 




iSo ; 


Im6 




1100 liso 


KU 






















1016 






SM 


90 


94 






H4 »G 




106 








IIIG 




!1»0 117 6 






















no 






916 9»0 


9W 


M 


■■" 


80 


90 








1128 


116 


16 6 117 6 









TABLES OF PRICES, 



.„«4uSff^Jfc.«.,™.. 


SALTPBTHB, But Indii. Roucbi !■ BoDd. 


P-tt. 


ObB. 


PbC«, 


DW. 


1. 


». *. * 


, , 


1. 1. 




• Aid 


». rf. I.it 


. . 


, 


I d 


Cwt 




nsMO 


30^31 










S70 - 






1'»il. 


inn 


» uo 




SOall 
















K ITO 


















3 


i K 


IS ;: 

7 90 


is 


? ? 


Z 


39 oa4o'a 


030 - 




49 


a»il> 


Till* 














Uncertiio 




41 






















380 


400 




















03 








































NoneiiU 










I a 


IS . 






Juir. Fi«. 






■too - 






Fni. 




N 49 


ao 11 






1S3D' - 


4a . 




060 








IC 17 








360 WD 


UiH:m.lD 


33 63 






; la 






la 19 


M. 


80 SI 






40 


IWD 






30 40 






140 143 t 






9»i 


sea 




1 at 




W 16 












600 












34 3>I 


















10 UQ 


39 31 




Jiily.Bl.M, 














1 13 




3fi 3T 
M 3S 


M 39 
to 30 


Ju1y.t.«<(, 


47 48 


01 69 


47 48 


UD 


coo 


flli.lU. 
}th«>34. 




36 410 


30 34 


*a 45 


l£M 






780 BOO 








CI 4i 




















i H 






30 K 




















33 4i 




April. F«ft 


40 40 O 














M MO 


■0 33 


31 36 


















30 » D 
















MO 








K 40 






TOO Ml 
















GO CO 


80 89 










680 


70' D 




» Bl 


(9 «9 




40 39 


III 


TOO 74 






7T0 


MO 


'H- 


S «1 


M KO 




ss to 


MO 900 


73 78 


1M0IO3O 


880 


930 




V M 






93 96 




900 9B0 












-H M 


W UD 




40 38 




71 :a 












1 « 




34 30 


31 39 


n*i 




370 380 


















FrcP. 








38 






3 U 


W 130 


Ifi 3)1 




f^?' 


380 400 




- - 




330 


I 


t » 


3)1 40 






330 300 




11 St 6 






























3 M 


99 130 




SI 3« 


















30 430 




33 11 










935 






K no 








21 W« 


30 91 O' goo 91 




930 






39 400 












a 






« M 


30 330 




3.1 40 






13 n 14 1 90 n 11 




930 








3* - 


37 38 




130 33E 


no 196390 136 




360 




T M 






37 40 






230 360I996 336 








3 la 




3a ST 








13 U G : 94 33 








9 U 




30 33 






M6 MB 














30 33 


















a 37 


3.1 37 




3.1 XI 












36 1; 






33 330 




34 36 
















4 » 






I> 31 






K 300 


160 300 










99 31 n 


» 31 


3a 39 






HO JHO 


930 Ufl 








9 It 


9g 31 




31 M 








19 31 t 


9« 


98 






30 3»0 




















a M 


34 seo 






" 


al £GGI n 3B0 








- 



TABLES OF PRICES. 



BILK. Bmgll, Rlw. 

CnapwT'i sua ka Hood, rnis 1910. 

PrKiuTnkliilno. 


eiLK, CbkH. Rn. 1 


J» 

» 

1 
s 

i»9r 

17* 

irai 

m 

INe 

ii 

ai! 

K 

an 

M] 


P. lb. 


»,. 


P..U I »^: 


,< ..*.!..-...- 


d J 


^ ^ 


f 
[fl 

Jul;. 1^ 


* ,.*!.*,-.!,.-.. -1.* w' 


Is'odMO 

i,o'« its 

» »D 
» »6 

ll'o MO 

a'a aso 
is'o »o 

18 Wl 

611 ni 

4 3 If! 
10 T 311 

Hi: 


- - 

liO ISO 

IGD »0 

19 191 

IJO IAD 
160 Ml 

90 no 
so u< 

iiii 

■ no 
00 uo 
00 tio 

11 


14 S 1 

l' u' 

B 10 D 

1 e u e 

9 JS 
G 10 
9 H 
HOMO 

a 00 
1 a; 1 

6 OT 
fi 1 S8 . 

fi 171 
1 9 11 li 

s 9 n 

i'l is. 


lo' o*m' 

11 u 1 

ll"« ■»' 

9 XI a 
g IS 

ji' as 

a'o » 

l!k 30 

ill 
.1 i 

s » » a 

S 9 IB 4 


!« oa 

W OM 

o' »«' 

a* 6 M a 

11 OH 
» 37 

e oM ( 
n a » i 

1 1 10 e 


l»0 

»: 
is 

10' 

ao! 

WOl 
DO* 
MOZ 

ao' 

no: 
no: 


! 
! 


IT om iv . 

sis:: : 
» S Sj : : 

::::;:■: 

« 1) ! I 

11 u n Ji 

6 1 <i 1- 1 » 

•l :i;;US 
i!i;i;:i; 

W B i: lu M ( 

i» » 11 e ai ( 


Jw-Si. 
Ju^U. 



TABLES OF PRICES. 



SILK, Rffglo. lUw, tUI IsU, Ukd HILui. 

RiWdUltpdd. 


bpices—cid™™.^!-.. 1.1 Qwuir. 


IT* 

is 
is 

IBOU 

lan 
iwe 

1H07 
IMS 

151 

INK 

IK 

ira 
it« 

]•« 

I'D] 


h.«. 


Dirr- 


FbII. 


w. 


330 1 

ncuuD 

aSO »7D 
NOdD 

aio MO 
«SSo 

WDHIO 
BO 31D 

WO no 

300 t3D 
liO 19 

ao MO 
no WD 


1.4. I.H 

noiiio 

930 MO 
MO KO 
HO WD 

MO XC 
ISO MO 

OO MD 

'h' 

llDcerulD 

310 nu 

130 330 
310 33 

340 »0 
M 13 

11 

NO 300 

mo uo 

19 3.S0 

130 wn 

300 33n 

300 -mo 
no leo 

330 MO 


l.d. 1.4. 

llOsMO 

33 34 

330 ITO 
UO 7?0 

lii: 

1 100 
300 33E 

BO UO 
300 MD 


i.d. i.d. 

a'oosjo 

330 340 

- - 

3<0 »0 
None 

316 390 

370 KB 
93 3S0 

3no uto 

Ms 

1:1; 
"-"■' 


U. 4f<. 

|i 

il 

AprtLw. 


lioaieo 

- - 
1 1 


» - 

11 on 

13 40 

III 

sill 


iHi 

10 0~G 

13 3 C 

'[I'll 

ivll 




I 


b.O|A 

S.J.. 



TABLES OF PRICES. 



■r- 







fit H 
H H 









[iSJ. 



'it 



{.is 



TABLES OF PKICS8. 



aua&B, Eut India, WUts, In Bund. 


SUGAR, Eul lodU, Bn»a,laBmid. 


P-c«. 


D.^. 


p.c«. 


«=.,. 


, 


f. 1. * 


''. I' 


1. d. (. 






, i.tt 


» . fl 


^ 






NooV. 










eg.TiD 


GO n 


; : 


'S^"^ 










W3 




W 10D 




mo-n 
















GO TOO 


BO W 


















u no 


so w 








MO 500 










U TSD 


ES Ml 


















Kiiao 


M Ml 


















u no 




















G7 MD 


M » 




















46 H 


'. : 






WO 4G0 


IS 400 






. 


U GSD 












30 4SD 




\r^^ 










20.. ik 


» 46 








rai. lid. 




GJ 770 






»I. w. 










KU.sT 




Gl »0 






























300 131 




« (B 








M fil 


















« »0 






aoi. 




300 401 










lil SGO 






































ct 










« WO 


















301. 33(. VU. 




160 MD 














600 ra 






Mo 00 




31) 49 
















aoo 410 


18 400 




ITi. 












- - 


400 UO 


H 4110 








« UO 










wo 410 


48 MO 








u mo 










wn .^4 




34 V> 
















MO 4^0 


















ti j&o 


1110 39U 


1« 3Si 


















160 Xl« 










SS li'o 










140 Ml] 












!^ « 


va K 






son mo 




19 S- 




»> M »0 


M U 


KO » 




» M 


aio MO 


19 10 










MO 40 




M 1*0 


















SI no 




M KO 


30 35 


















Ml S4 
















M W 




40 at 39 -ax 






an aio 




« t70 






M 1 31 17 n n a 


TOO as 




a 290 


»o Mo 


» »D 
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NEW WORKS AND NEW EDITIONS 




LATELY PUBLISHED BT 
LONOMAH, OSHS, BBOWM, OKBBH, AMD bONOMAKB. 



THE ROBBER: A Tal>. 

Bt G. p. R. jAitii, B*q. 
Author of " The Olpsy," " M«y of BnrsoDilT," ftc. 

t Toll, post BVO, 

" A dntr, ^pMM rmwiin."— ATHEHAnu. 

" TtlmaUefrllifriaawell-mitTirTjplot.Braiiitplraticairrrtitii^lii^^lmmmelb^ 
muhT rilrmrihutrf eiramttiaca, wr eofwifrr Haito *( eM 1/ Mr. Juma'i mait MtmMV 
ai< aWijinirfiicNiHH."— LiTiKAKY OAinri. 



SEVEN "WEEKS in BELGIUM, SWITZEELAND, 

LOHBARDT, PIBDHONT, 9AVOY, tic. &e. 

By John BoBT,Ewi.U.R.3.L. Author of "Tnditions of Lincuhln." 

3 TOli- p(Mt mo. villi Hap Ukd nuoiFrona Engniingi on Wood, from tlw Anthor'* 

aketchn, 33s. cloth lettered. 
" S«™ ««*■ M "wfl "•p**"'. •nulla murh Mn »aili t/ IB liart a limt,U kaikar^f mr 
two ow M fc Akow."— LlTB(*>T Gaietti. 

" Kr, Rstr fi ■ ••oil otTH^Ie wrilrr, and if kit wer* imhU tart im prDp«rtt«iiiit(|i 
Httitdti, MH Blf* *lt low te^ luIM •mm manllu iiuind eftolr u mtnf Kala." 



ESSAYS on NATURAL HISTORY. 

Br Chaklu Watiktoh, Esq. 
1 View of WiHoD Hitl, ud an Aatobiognpbv of the Author. 
I vol. fq>. tto. price Ba. clolh lettered. 



THE RURAL UFE of ENGLAND. 

Bt William Moirrn, Author of "The Book of the Seuoni," &eL ftc. 

CMfnCi:— Lifeof the AriitocncT) UA of tbe Ajrricolntral P^mlallon : Pictutsqiw 

•nd Moral Ftatum of the Oranbr; Cnuea of tbeitrong Attuhmeotof tbeBiigliibto 

<^iuiti7L)fei Forettaof Bngland; Habita, Aniueiiienti, and Condition of the People. 

a Toll, pdat Vra. beantifallT iUiutnled with Woodarti,bT 8. WUUanu, Ma. elotb kttarad. 

"Oik ifOt m—l Uatl^fiO, tittnm, frmt, —J EHg Hi i if bU t i if Mr. BamOI'i pn. 



NEW WORKS AND NEW EDITIONS 
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THE AMERICANS, 

In their Social, Moral, and Political Relations. 

By Francis J. Grund. 

3 vols. 8to. price 348. in cloth. 

*' One of the mott ahlif'teritten book* we have had in our handefor a iomr time. The emerup 
of langyaf(e^ atrrngth of reaMfmin^r, and force and originalitjf of remark, 69 which it is du- 
tinguiihedf entitle it to he ranked among thefirat literary prodMetUms qfiU dam of the prmeni 
dt^,**" Scotsman. 

EGYPT and MOHAMMED ALI ; 

Or. TRAVELS IN THE VALLEY OF THE NILE. 
By James Auoustcs St. John. 3 vols. 8vo. 30b. bds. 

" A highly intereiting and mihutely drawn picture ef the country and it* people.'** 

New Monthly Maoazinb. 



GREECE and the LEVANT. 

Or, DIARY OF A SUMMER'S EXCURSION IN 1834. 

By the R^v. Richard Burokss, B.D. of St. John's CoUere, Cambridge, 
Author of " The Topognphy and Antiquities of Rome." 

3 vols. fcap. 8vo. 14s. bds. 



JOURNAL of a RESIDENCE in NORWAY, 

Made with a view to inquire into the Rural and Political Economy of that Country, 

and the Conditidn of its Inhabitants. 

By Samubl Laino, Esq. 

Second Edition, 1 vol. 8vo. 14s. cloth. 

" A book which every body uhould read.** — Dublin Review. 



SIR EDW. SEAWARD's NARRATIVE of his SHIPWRECK, 

and consequent Discovery of certain Islands in the Caribbean Sea. 

With a Detail of many extraordinary Eventn in his Life, from 1733 to 1749, as 

written in his own Diary. 

Edited by Miss J. Porter. Second Edit. 3 vols, small 8vo. 21s. cloth. 

** The moat curioua and inatructire work that ha* appeared aince thefir*t dawn of di* co9 e r y, 
and in the hiatory of navigationV—SvECTATOK.. 



SKETCH of ANCIENT and MODERN GEOGRAPHY. 

By Samtkl Butlkr, D.D. 
Lord Bishop of Lichfield and Coventry, late Head Master of Shrewsbury Royal Fre« 

Grammar School. 

8vo. New Edition, corrected, 9s. bds. 
An Abridgment of the same. 12mo. price 28. cloth. 

By the same Author, 




Atlas of Modem Geocraphy, consist- 
inir of 23 Coloured Mai>8, from a New Set 
of Platen, with au Index of all the Names. 
8vo. 1 2s. hf-bd. 

Atlas of Ancient Geography, consist- 



iuK of 22 Coloured Maps, with a complete 
accentuated Index. 8vo. 12s. hf-bo. 

General Atlas of Ancient and Modem 
Gt'osrraphy, 45 Coloured Maps, and two 
Indexes. 4to. 34s. half-bound. 



S* The latitude and longitude are given in the Indexes to these Atlases. 



MALTE-BRUN's SYSTEM of GEOGRAPHY ; 

With an Index of 44,000 Names. Complete in 9 vols. 8vo. price 4^7 boards. 

By the same Author, 

Principles of Mathematical, Physical, and Political Geography. 

In 1 Voiome 8yo. Second Edition, improved by the addition of the moat recent 

information derived from various sources, ISs. bds. 
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LATELY PUBLISHED BY LONGMAN AND CO. 




VOYAGES, TRAVELS, ffc—Coniiuutd. 



■f 



SKETCHES in the PYRENEES, 

With some Remarks on Languedoc, Prgven'cb, and the Cornice. 
By the Aathor of " Slight Reminiscences of the Rhine/* tnd *' The Gossip's Week." 

3 vols, post Svo. price 24s. in cloth. 
" 7%e sMxl MUiafU book o/Ut clou we can remember to have read,** — Examiner. 

VISIT to the GREAT OASIS of the LYBIAN DESERT : 

With an Accoont, Ancient and Modern, of the Oasis of Amun, and the other Oases now 

under the Dominion of the Pasha of Egypt. 

By G. A. HosKiNs, Esq. 

8vo with a Map and 20 Plates, price 21s. in doth. 

" Hi* vietot are enlarged, hi$ philoeophy it eound, and hi* unwearied ardour in pursuit of 
ki» object it happily combined with the power of exhibiting it in a nertwue Hjfle and with 

graphic ^ect Hi* volume will intere*t the general reader by the light which it throw* on 

the habit*, condition, and character of a people whom few have vieited, while the antiquarian 
and the philoeopher wilt thankfully acknowledge it* valuable contribution* to the cauae ^f true 
hiUory and fctence.'*— Eclectic Review. 

By the same Author, 

TRAVELS in ETHIOPU. With a Map and 90 lUustrations. 4to. 8L ISs. 6d. 



ENCYCLOPAEDIA of GEOGRAPHY : 

Comprising a complete Description of the Earth ; exhibiting its Relation to the Heavenly 

Bodies, its Physical Structure, the Natural History of each Country, and the Industry, 

Commerce, Political Institutions, and Civil and Social State of all Nations. 

By Hugh Murray, F.R.S.E. 

Assisted in 

Astronomy, &c. by Professor Wallace, I Botany, &c. by Sir W. J. Hooker, 
Geology, &c. by nofessor Jameson, | Zoology, &c. by W. Swainson, Esq. 

With 82 Maps, drawn by Sidney Hall ; and upwards of 1000 other Engravings on Wood, 
firom Drawings by Swainson, T. Landseer, Sowerby, Strutt, (kc, representing the most 
remarkable oujects of Nature and Art in every Region of the Globe. Complete in one 
thick volume of upwards of 1500 pages, 8vo. j6r3, hf-bd. vellum. 

" // i* without a n'pa/."— ASIATIC Journal. 
** The mo*t perfect book on it* *ubfect,** — Atlas. 



NEW GENERAL ATLAS of FIFTY-THREE MAPS, 

on colombibr paper. 

With the Divisions and Boundaries careAiUy Coloured. 

Constructed entirely from New Drawings, and engraved by Sidney Hall. 

Corrected to the present time. 

Folded in half, and bound in canvas jtS 18 6 

Ditto, half-bound in Russia 9 9 

In the ftiU extended size of the Maps, half-bound in Russia .... 10 

Alphabetical Index of all the Names contained in the above Atlas, 
With Referenices to the Number of the Maps, and to the Latitude and Longitude in which 

the Places are to be found. Royal 8vo. 21s. cloth. 
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ORIGINAL PICTURE of LONDON, 

With a Description of its Environs. 

Re-edited, and mostly re-written, by J. Britton, F.S.A. &c. 

18mo. with upwards of 100 Views of Public Buildings, Plan of the Street!, 
and 2 Maps, 9s. neatly bound ; with the Maps only, 6s. 

EDINBURGH GAZETTEER j 

Containing a Description of the various Countries, States, Cities, Towns, Mountains, 

Seas, Rivers, Harbours, &c. of the World. 

3d Edit. 8vo. with an Abstract of the last Population Return, and Maps, 18s. 

As an Accompaniment to the above Work, 

New General Atlaa, coDStrncted by A. Arrqwsmith. 

Comprehended in Fifty-four Maps, including Two New Maps, with Recent Discoveriei. 
Royal quarto, half-bound, IL 1m. plain ; coloured, aL 12b. 6d. 
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NEW WORKS AND NEW EDITIONS 



HISTORY AMD BIOORAFBT. 



A VIEW of the REIGN of JAMES U. 

From bis Accessum to tbe Enterprise of the Prince of Orange. 

Bj tbe late Rigbt Hon. Sib Jambs Macbixtosb. 

In 4to. witb a Portrait, Sis. 6d. 

" We hmwe no heaUmHtm t« p r o mm m emg tkis/rmgmemt deeiieHy the hoi kiaUiy 
tf the reign •f Jmmn the Seco n d. li eo n tni n a mmek new mnd emneme mformmim 
eMcellent wee kme been ntmde. The mecmrmcf ef the nmrrmUBe ie deterring ef kigk 

EniNBUBGH Rbti 

Also, tbe abore, completed to tbe SETTLEMENT of tbe CROWN, by tbe Editob. 

To wbicb is prefixed, 

A Notice of the Life, Writings, and Speeches of Sir James Mackintosh. 

4to. SL Ss. 






LIFE and TIMES of WILLIAM IIL 

Kini: of England, and StadtboUer of Holland. 

Bj tbe Rt. Hon. Lobd Duxgaxnon, M. P. F. A.S. ftc. 

3 vols. 8vo. witb Pntrait, &c. price 94s. 



LIFE of FREDERIC the SECOND, KING of PRUSSIA 

Bj Lobd Dotbb. 

9 vols. 8vo. witb Portrait, Second Edition, 988. 

" A meet deHghifmi mnd eomprthentne work, ..Jndieieme in eeleetien, inieOigeni m 
mnd grmeefm i» <tyfe."— LiTBBABT Gazbttb. 



MEMOIRS of SIR WILLIAM TEMPLE. 

By tbe Eight Hon. Thomas Pbbbgbixb Coubtbxat. 
9 T(^. 8VO. witb Portrait, 98b. 



LIFE of SIR HUMPHRY DAVY, Bart. 

By bis Brother, Dr. Johx Datt. 
9 vols. Svo. with Portrait, 98s. 



LIFE of EDWARD the BLACK PRINCE. 

By G. P. R. Jambs, Esq. Author of *' Attila,'* " The Gipsy," &c. &c. 

9 vols. Svo. 318. 6d. 



HISTORY of ENGLAND, 

Fkom the earliest PUriod to the Death of Elixsbetb. 
By Shabox Tubxer, Esq. F.AS. R.A.S.L. 12 vols. Svo. SL Ss. bds. 



The same work may also be had in 

The Anolo-Saxons ; comprising the 
History of Enn^land from the earliest 
Period to the Norman Conquest. S vols. 
Svo. 6th Edit. 2L 5s. bds. 

The Middle Ages ; comprising the 
Reigns fhmi William the Conqueror to 
the Accession of Henry VIH. and also 
the History of the Litbbatubb, Pob- 
TBT, Rbligiox, the Pboobess to the 
RsroBMATiox, and of the Laxguage 
of ExGLAKD dming that Period. 5 vols. 
Svo. 3d Edition, SL bds. 



the following separate portions :— 

Reign of Henry VIII. ; compris- 
ing the Political Histoij of the Ccmi* 
mencement of the English Reformation ; 
being the First Part of the Modem 
History of England. 9 vols. Svo. Sd Edit. 
96s. b(is. 

Reigns op Edward VI., Mart, and 

EuzABBTH ; beinf the second part of tbe 
Modem History or Enriand. 9 vols. Svo. 
3d Edit. 398. bds. 




GIBBONS HISTORY of the ROMAN EMPIRE : 

For the Use of Funilies and Toong Pfersons. 

Reprinted flrom the Original Text, with the carefbl Omission of all Paassges of an 

irreligioas or immoral tendency. 

By Thomas Bowdlbb, Esq. F.RJ3. &c. 

5 vols. Svo. SL Ss. bds. 
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LATELY PUBLISHED BY LONGMAN AND CO. 5 

HISTORY AND BIOGRAPHY—CanHnued. 



MEMOIRS of JOHN DUKE of MARLBOROUGH -, 

With his Original Correspondence. 
Bj the Rev. Aichdetcon Coxb. 6 yols. 8vo. with an Atlas, 5L 5b. 

By the same Author, 

Memoirs of the Kings of Spain from 1 History of the House of Austria. 
1700 to 1788. 5 vols. 8T0. 31. bds. | 5 vols. 8to. 31. ISs. 6d. bds. 



HISTORY of THUCYDIDES j 

Newly translated into English, and illustrated with very copious Annotations, &c. 
By the Rev. S. T. Bloomfibld, D.D. &c. Editor of the Greek Testament. 

3 vols. 8vo. with Maps, 2L 5s. bds. 

*' A vertion at tiienU a$id atpenpicucm om erudition and induatrjf combined can render it." 

ECLBCTIC RKVIBW. 

MEMOIRS of the COURT and CHARACTER of CHARLES I. 

By Lucy Aikin. 
3 yols. 8to. with Portrait, ad Edition, ass. bds. 

<* Mia Aikin*» preeent work, and her previotu Memoin ef the Court* of Elizabeth and t^f 
— ^ I., are very aeeeptable additiona to our /i/tfra/vre."— Edinburgh Kbvibw. 

By the same Authoress, 
Memoirs of the Court of Queen Elizabeth. 6th Edit. 2 vols. 25s. 
Memoirs of the Court of King James L 2 vols. 3d Edition^ 24b. 



QUESTIONS on the HISTORY of EUROPE : 

A Sbqubl to Mangnall's Historical Qubstions ; 

Comprisini^ Questions on the History of the Nations of Continental Europe not 

comprehended in that work. 

By Julia Cornbb. 12mo. 5s. bound and lettered. 

" TMa volume hae evidentljf been drawn up with ^reat eorr, and will afford mott valuable 
aaeiitanee in the bueineu of education. It embodtea the leading facta in the hiatoriea t^ 
France. Spain, Portugal, Germany, Poland, and Italy. Both in achoola and private familiea 
it will be found to be a work of great utility, and mil doubtleaa obtain an extenaioe eircula' 
tion."—MmTUODiaT Magazinb. 



THE YOUNG SCHOLARS LATIN-ENGUSH DICTIONARY, 

Being an Abridgment of the 

Rev. J. E. RiDDLB*s CoMPLBTB Latin-English DiCriONABY. 

Square 12mo. price 7s. bound and lettered. 

*' Extremely well done for the uae of leamera, to whom the larger work will be ^f more 
aervice when they are farther advanced^ — Lit. Gaz. 

" In moat caaea he givea the etymology of the worda, whether they are derived from the 
Greek or a Latin root; ao that the atudentwho chooaea may not only acquire an eaact idea ^ 
the tranalation qf every word, but gain a key to ita univeraal interpretation, by imprintittg Mf 
derivation on hia miiMl.^— Spectatob. 

" The beat abridged Dictionary tfthe kind we have met wiM.**— EZBTBR Gazbttb. 

By the same Author, 

THE COMPLETE LATIN-ENGLISH DICTIONARY, 

Compiled ftrom best sources, chiefly German, and adapted to use of Colleges and Schools. 

8vo. price 31s. cloth boards. 

" An admirable Dictionary, and promiaea more help to the Latin atudent than any thing 
hitherto qg^ered him in thia eoimtyy.**— Evangblical BIagazinb. 

" We do not think we could uae terma too high to ejtpreaa our entire approbatUm and adaai' 
ration itf it. Itiaa vaat improvement in ita daaa, and daea infinite ermU to the talenta and 
learning qfMr. Siddle.**— tar, Gazbttb. 

U* The BngUsh-Latio portion is nearly ready. 

# # 
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NEW WOBKS AND NEW EDITIONS 
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POSTRYy BTO. 



LALLA ROOKH : an Oriental Romance. 

By Thomas Moobb, Esq. 

NewEdit.with4Eugjtvinrs,from Pftinting:8 by R. Wbstall, R^. 
Fcap. 8to. 10s. fid. Dds. Demy 8\-o. without plates, 14s. 



JAMES MONTGOMERY'S POETICAL WORKS. 




Wilt 



3 vols, small 8vo. 18s. 



SOUTHEY'S POETICAL WORKS; 

Ck>LLECTBD BT HlMSBLF. 

Vols. 1 to 6. Fq>. 8yo. price 5s. each, cloth lettered. 

Vol. 1 contains Joan of Arc. 

— 3 and 3, Juvbnilb and Minob Pobms. 

— 4, Thalaba the Destboyeb. 

— 5, Ma doc. 

— 6, Ballads and Metrical Tales, Vol. 1. 



FAMILY SHAKSPEARE ; 

In which nothing: i" added to the Ori^nal Text; 
But thoaa Words and Expressions are omitted, which cannot with propriety be read 

aloud iu a Family. 

By T. BowDLER, Esq. F.R.S. 

New Edition. In One large Volume 8vo. with 36 Illustrations after Smirke, Howard, &c. 

SOs. cloth ; with tplt edg^es, 31s. fid. 

The same work, in Urge type, without Illustrations, in 8 vols. 8vo. 41. 14s. fid. bds. 



REMAINS of HENRY KIRKE WHITE, 

Selected, with prefatory Remarks, by Robert Southbt, Esq. 

3 vols. 8vo. 34s. ; and I vol. 34mo. with engraved Title and Vignette, 5s. 

N.B. The property of the Family having been invaded, it is necessary to state that these 
are the only Editions which contain the Life by Mr. Southey, and the whole of the con- 
tents of the Third Volume. 



SELECT WORKS of the BRITISH POETS. 

From JONSON to BEATTIE. With Biographical and Critical Prefaces. 

By Dr. Aikin. 
1 vol. 8vo. 18s. in cloth ; or neatly done up, gilt edges, 30s. 



SELECT WORKS of the BRITISH POETS. 

From CHAUCER to WITHERS. With Biographical Sketches. 

By Robert Southey, LL.D. 

1 Tol. 8to. uniform with " Aikin's Poets," 30s. in cloth ; or with gilt edges, 11. lis. fid. 



THE MORAL of FLOWERS. 

With 34 beautifully coloured Plates, royal 8vo. 3d Edition, SOs. hf.-bd. 
" Full t/ exquiaite poelrjf.**—BiJiCKWoOD^s Magazine. 

By the same Author, 

THE SPIRIT of the WOODS 

1 voL royal 8vo. with 3fi beautifblly-coloured Engravings, price 36s. half -bound. 

" The two elegant volumes with which Mrs. William Hep has faroured the public are wttU- 
JUied to lend grace and ornament to that which is solid and tecQTtii.**— Mbd Gaz* 




JOANNA BAILLIE'S POEMS, &c. 

New Dramas, 3 vols. 8vo. Sfis.— A Series of Plays, in which it is attempted to delinette 
the stronger Passions of the Mind. 3 vols. 8vo. jdTl. lis. fid.— Miscellaxbous 
Plays, 8vo. Os.— Metrical Legends, 8vo. I4s. 
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LATELY PUBLISHED BY IX)NGMAN AND CO. 



NATURAJb PHZLOBOPBY, ARTS, BCANUFACrrUBEB, ETC. 
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DR. ARNOTT'S 



ELEMENTS of PHYSICS, or NATURAL PHILOSOPHY -, 

Written for universal use, in plain or non-technical language. 
8vo. 5th Edition, enlarged. 

Vol. I. (price 31s.) has Treatises on Mechanics, Hydrostatics (with an account of the 
Floatinq Bed, lately contrived by Dr. Amott for the relief of the bed-ridden), Pneuma- 
tics, Acoustics^ Animal Mechanics, &c. ; Vol. II. Part 1 (price 10s. 6d.) on Heat, Optics, 
&c. ; and VoL 11. Part 9(to complete the work) on Electricity, Magnetism, and Astronomy. 

" A uteful and excellent work,"^SlK John Hbrschbl. 

By the same Author, 

On Warming and Ventilating : 

With Directions for making and nsing the Thermometer Stove, or Self-regulating Fire, 

and other New Apparatus. 8vo. 5s. cloth. 



TREATISE on the STEAM ENGINE -, 

Historical, Practical, and Descriptive. 

By John Farby, Engineer. 

4to. illustrated by numerous Woodcuts, and 25 (Copperplates, engraved by Wilson Lowry, 

from Drawings by Messrs. Farey. 

61. 5s. bds.— Vol. II. is in thb Prbss. 



PHILOSOPHICAL CONVERSATIONS ; 

In which the Causes of daily-occurring Phenomena are familiarly explained. 
By F. C. Bakbwbll. 1 vol. 12mo. 5s. 6d. 



CONVERSATIONS on NATURAL PHILOSOPHY. 

By Janb Marcbt. 

8th Edition, 10s. 6d. bds. With 23 Engravings by Lowry. 

By the same Author, 

Conversations on Chemistry, 

In which the Elements of that Science are funiliarly explained and illustrated by 
Experiments ; with a Conversation on the bteam Engine. 

2 vols. 12mo. 13th Edition, with Plates by Lowry, Us. bds. 



OONCHOXaOGY. 



MANUAL of the LAND and FRESH-WATER SHELLS 

OF THE BRITISH ISLANDS. 

By W. Tubton, M.D. 
Footocap 8vo., 160 coloured Figures, lOs. 6d. 



INTRODUCTION to LAMARCK'S CONCHOLOGY. 

By E. A. Crouch, F.L.S. 
4to. 22 Plates, 31s. 6d. plain ; 8L Ss. coloured. 



AN EPITOME* of LAMARCK'S TESTACEA. 

By C. Dubois, F.L.S. and F.H.S. 8vo. lis. 



LINNiEAN SYSTEM of CONCHOLOGY. 

By J. Mawb. 8V0. Thirty-seven Plates, Sis. plain ; 2L lis. 6d. coloared. 
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NEW WORKS AND NEW EDITIONS 



WO&KS ON BQTAinr, OARDBMINO, EVa 
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By S/H JAMES EDWARD SMITH, M.D. F.R.S. 

Late President of the Linruean Society, 3fc. 

THE ENGUSH FLORA. 

New Edition, in 4 vols. 8vo., containing the Flowbbing Plants and the Fmns, H. 8s. 

VoL V. Put 1. 12i.-CBTrTOOAMiA : comprising the Mosses, Hepaticae, Lichens, 

Characee, and Algse. 

By Sir W. J. Hookbb, LL.D. F.ILA. and L.S., &c. &c 

Vol. V. Part 3~The Fungi— completing the work, by Sir W. J. Hookbb, 
and the Rev. M. J. Bbbbblbt, F.L.S., &c. 8to. 138. 

Compendium of the English Flora. 

Second Edition, with Additions and Corrections. By Sir W. J. Hoobbb, LL.D., te. 

12mo. 7s. 6d. 

The same in Latin. 5th Edition, 12mo. 7b. 6d. 



INTRODUCTION to the 
STUDY of PHYSIOLOGICAL and SYSTEMATICAL BOTANY. 

New Edition, with Illastrations of the Natural Orders (combining the object 
of Sir J. Smith's ** Grammar" with that of his " Introduction.") 

By Sir W. J. Hoobbb, LL.D. &c. 8vo. 36 Plates, 16s. ctoth. 



By SIR WILLIAM JACKSON HOOKER, KB. LLJ). 

Regius Prcfessar of Botany in the University of Glasgow, ^c. 

THE BRITISH FLORA; 

Comprising the FLOWERING PLANTS, and the FERNS. 

8vo. Sd Edition, 128. 

Vol. II. Part 1 of the above (Cbyptooamia) Syo. 12s. . 

Vol. II. Part 3 (FuNoi) completing the work, by Sir W. J. Hoobbb, and the 

Rev. M. J. Bbbbblby. 8vo. 12s. 



MUSCOLOGIA BRITANNICA. 

Containing the Mosses of Great Britain and Ireland, systematically arranged and 

described ; with Plates. 

By Sir W. J. Hooker, LL.D. F.L.S. &c. and T. Taylor, M.D. F.L.S. &c. 

8vo. 3d Edit, enlarged, 31s. 6d. plain ; 31. Ss. coloured. 



ICONES PLANTARUM : 



Or, FIGURES, with brief Descriptive Characters and Remarks, of NEW or RARE 
PLANTS, selected from the Author's Herbarium. 

3 vols. 8vo. with 200 Plates, price 21. 16s. cloth lettered. 



ELEMENTS of PRACTICAL AGRICULTURE ; 

Comprehending the Cnltivation of Plants ; the Husbandry of Domestic Animals ; 

and the Economy of the Farm. 

By David Low, Esq. F.R.S.E. Professor of Agriculture in the University of Edinburgh. 

1 vol. 8vo. 3d edit, with Alterations and Additions, 18s. cloth lettered. 

** (htght to be in etferp farmer^s Aamb."«-NBW Farmer's Journal, Dec. 4, 1837. 

ELEMENTS of AGRICULTURAL CHEMISTRY. 

By ^ Humphry Davy, Bart. LLD. F.R.S. kc. 
ftth Edition, with Notes by his Brother, Dr. John Davy, 8vo. Ite. 




lATBLY PUBUSHED BY LONOMAH AND CO. 9 

^ : ^ == » 

BOTANY, GARDENING, kc-^Coutinued. 



By J. C. LOUDON, F.L.S. ifc. S^c. 
ENCYCLOPAEDIA of PLANTS. 

CompriBinf the Description, Spedflc Character, Cnlture, Histonr, ApplicatioD in 

the Alts, and every other desirable particular respecting all the Plants 

Indigenous to, Cultivated in, or Introduced into Britain. 

With nearly Ten Thousand Engravings on Wood. Second Edit, corrected, 1 large vol. 8vo. 

SL 13s. 6d. bds. 

** Th« flMtl tw^/W oimI popular batanieai work that hat ever tqtpeared in the EngUah 
language,**— J AUK8oit*a Phil. Journal. 



HORTUS BRITANNICUS : 

A Catalogue of aU the Plants Indigenous to. Cultivated in, or Introduced into Britain. 

Part I.— The linnaean Arrangement, in which nearly Thirty Thousand Species are 
enumerated, &c. : preceded by an Introduction to the Linniean System. 

Part II.— The Jussieuean Arrangement of nearly Four Thousand Genera ; with an 
Introduction to the Natural System, and a Description of each Order. 

8vo. 938. 6d. in cloth. 



AN ENCYCLOPiEDU of GARDENING j 

Comprising the Theory and Practice of Horticulture, Floriculture, Arboriculture, 

and Landscape Gardening ; 

Including aU the latest Improvements ; a General History of Gardening in aU Countries s 

and a Statistical View of its Present State, 

With Suggestions for its Future Progress in the British Isles. 

New Edition, greatly enlarged and improved, with nearly 1000 Engravings on Wood, 

1 vol. 8vo. 2L 10s. 



ENCYCLOPi^ilDU of AGRICULTURE j 

Comprising the Theory and Practice of the Valuation, Transfer, Laying out, 
improvement, and Management of Landed Property ; 

And the Cultivation and Economy of the Animal and Vegetable Productions of 
Agriculture, including the latest Improvements ; 

A General History of Agriculture in aU Countries ; 

And a Statistical View of its Present SUte, 

With Suggestions for its Future Progress in the British Isles. 

With nearly Thirteen Hundred Engravings on Wood. 1 large voL 8vo. 

8d Edition, with a SUPPLEMENT, containing all the recent Improvements, 21. 10s. bds. ; 

*«* The Supplement may be had separately, price 6s. 



ARBORETUM et FRUTICETUM BRITANNICUM j 

Or the Hardy Trees of Great Britain, Native and Foreign. PictoriaUy and Botanically 
delineated, and Scientifically and Popularly described. 

Nos. 1 to 57, price 3s. <kL each. To be completed in 6 thick 8vo. vols. 



THE CULTIVATION OF THE VINE ON OPEN WALLS. 

By Clbmbnt Hoabb. 

8vo. new edition, with Additions. Price 78. 6d. in cloth. 

** Mr* Hoare hat thrown mere Hrhi on fhetmtieet of tine euliure than amff Briiith gardener 
who hat written on the «ii^ee<."—-LDUDON*s Gardbnbr*s Maoaxinb. 

** One ef the beet pr od metient t^WM an§f horticulhtnl euitfe^ wMeA hat keen pmhUthed for 
tome jfMff ."— Athbnaum. 
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12 NEW WOBKS AND NEW EDITIONS 
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HOVBUI, BOMAMOBS, 'WOtLKM OP FIOROM, BTO. 



THE ROBBER: A Tale. 

By G. P. R. Jambs, Esq. Aathor of " The Gipsy,'* &c Sec 

By the same Author, 

ATTILA: A Romance. 

S vols, post 8to. 

The Gipsy. StoIs. Miry of Bmigrimdy. StoIs. 

Life and Adventures of John Marston HaD. 3 toIs. 

One in a Thousand ; or, the Days of Henri Quatre. StoIs. 



MRS. brat's NBW NOTBL. 

TRELAWNY of TRELAWNE 3 or, the Prophecy : 

A Legend of Cornwall. 8 vols, post 8vo. ji^. Us. fid. 

By the Authoress of " Warleigh," " Borders of the Tunar and TsTy,*' 
" De Foix,»»^* The Talba," &c. &c. 

" A tery pUaring and Uveljf record qf one of the nu^ intereeting period* tfEngUA higtorp. 
The etorjf it very pleaeantfy Mdf the dramatic propriety well maintained^ and the monUiiy 
andpolitieai thinking ereeUeiU."— Times Nbwspapbr. 

By the same Authoress, 
WARLEiGH; or the Fatal Oak. 
8 Tols. post 8vo. £1. Us. 6d. 
« Every pereon who admiree a work ofgenitu and taste will read thit 6ooifc."— Gbnt.'s Mag. 



THE D O C T O R, &c. Vol. IV. Post 8vo. 10s. 6d. 

" He <• ouite a$ pleatant a» ewr."— Literart Gazbttb. 

** Rich, beyond almoet any other qf the time^ in the beet knowledge, and the moot 6aMi<(/W 
Uterature.^^—Qv AMTEKhY Review. 

S* The Three previous Volumes may be had, price 31s. 6d. 

LETTERS from an ABSENT GODFATHER; 

Or, a Compendium of RELIGIOUS INSTRUCTION for Young Persons. 

By the Rev. J. E. Riddlb, M.A. 
Curate of Harrow ; Author of ** First Sundays at Church," &c. &c. 

"An admirable manual of ChriaHan duties."— St. James's Chronicle. 



HINTS to MOTHERS, for the Management of Health. 

By Thos. Bull, M.D. Physician-Accoucheur to the Finsbury Biidwifery Institution, &c. 

Fcp. 8vo. 5s. cloth lettered. 

'' TTtere is no mother that will not be heartily thankful that this book ever fell into her hands; 
and no hu^and who should not present it to his wtfe. We ctutnot urge its value too strongly 
on all whom it concerns."— Eclectic Review. 



TOMLINS'S POPULAR LAW DICTIONARY. 

1 thick volume, post 8vo. 18s. cloth lettered. 

" j1 volume of the greatest utility, and affords a vast mass of information essentially 
essary to almost every man in his ordinary occupations of life." — Webklt Dispatch. 
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PLAIN DIRECTIONS for making WILLS 

In conformity with the New Act, which came into operation on the 1st January. 

By J. C. Hudson, of the Legacy Duty Office, London. 
Fcp. 8vo. price Half-a-Crown, neatly done up in cloth, gilt edges. I 

By the same Author, 

THE EXECUTOR'S GUIDE. 

Fcp. 8vo. 5s. in cloth, gilt edges. 
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OBOXiOOY AND MIMBBAIiOCIT. 



BAKEWELL'S INTRODUCTION to GEOLOGY. 

New Edition, in the press. 



GEOLOGY of the SOUTH-EAST of ENGLAND ; 

Containing a ComprehensiTe SOcetch of the Geologry of Sossex, and of the a^acent parts 

of Hampshire. Surrey, and Kent ; 
With Figures and Descriptions of the Fossils of the South Downs, and of the 
Extraordinary Fossil Reptiles of Tilgate Forest. 

By GiDBON Mantbll, LL.D. F.R.S., Fellow of the Geological Society, ice. &c. 

8vo. with 75 Plates, coloured Map, and Woodcuts, 31s. 



A TREATISE on PRIMARY GEOLOGY : 

Being an Examination, both Practical and Theoretical, of the Older Formations. 

By Henry S. Boasb, M.D. 

Secretary of the Royal Geological Society of Cornwall, fcc. 

Second Edition, 8vo. with. Woodcuts, 12s. 



NEW SYSTEM of GEOLOGY -, 

In which the great Rerolutions of the Earth and Animated Nature are 
reconciled to Modem Science and to Sacred History. 

By A. Ure, M.D. F.R.S. 

8vo. with 7 Plates, and 51 Woodcuts, 31s. 



CONVERSATIONS on MINERALOGY. 

With Plates engraved by Mr. and Miss Lowrt. 
Third Edition, enlarged, 2 vols. 12ma price 14s. in cloth. 



SPORTING. 



INSTRUCTIONS to YOUNG SPORTSMEN. 

By Lieut.-Col. P. Hawker. 

7th Edition, enlarged, (30 Plates and Cuts), 188. cloth. 

'* Col. Hawker it one of the beet ihot* in EngUmd, and his * Jnetruetione to Sportemen* the 
verjf bett book we haoe on the subJect.**^BhACKvrooD*8 Magazine. 



TROUT and SALMON FISHING in WALES. 

By George Agar Hansard. 

Fcp. 8vo. 6s. 6d. cloth. 

" O. A. HantariPt tu^fui mamiai.'*— Blackwooo. 

" A deUgh^ companion to the hoert of the rod and Hm."— Gbnt.'s Mag. 

** If the reader ehould ever go into Walee, whether he bean angler or not, he ^kouU take 
thi$ book i if he be an angler, he ought to go-for the take of having tueh a companion." 

Atlas. 

THE GUN; 

Or, a Treatise on the Nature, Principle, and Manufacture of the various descriptions of 

Small Fire Arms. 

By WiLUAM Greener. 1 vol. 8vo. Plates, 15s. 

" Ihaite nohetitationintaifiMtthatleonaUerU bg far the beet work eoer written on the 
eu^eet, amd I thamU r e eom m emd t h e penuaiefit to eoerp gun^makorin the United Kingdom.** 

Letter from Colonel Hawker. 
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POUnCAIi ECONOMY, COMMBRCB, BTO. 



A DICTIONARY, 
PRACTICAL, THEORETICAL, and HISTORICAL, 

OF 

COMMERCE AND COMMERCIAL NAVIGATION. 

Illustrated with Maps and Plaos. 

A New Edition, corrected and improved, in 1 closely and beautiAiIly-printed Tolume, 

containing upwards of 1350 pages, 50s. bds. 

Witb a new and enlarged Supplement. 

By J. R. M'CuLLOCH, Esq. 

In correcting this edition, the author has been assisted- by valuable information com- 
municated by many private and some official gentlemen in different parts of the world. 
In this respect he is under especial obligations to the government of Prussia. With a 
liberality of which there are certainly few (if any) examples, it has not merely taken pains 
to supply him with ample and authentic details as to the Commerce, Finances, &c., of 
that nourishing kingdom, but has authorized him to make any use he pleased of the in- 
formation so communicated, without stipulation or condition of any kind, or so much aa 
insinuating, directly or indirectly, what might be agreeable to it. 

%* The Supplement may be had separately, price 7s. 6d. 



LIBER MERCATORIS -, or. The Merchant's Manual : 

Being a practical Treatise on Bills of Exchange, particularly as relating to the Customs 
of Merchants ; with the French Code relating to Bills of Exchange. 

By F. HoBLBR, Jun. Attomey-at-Law ; 
Author of " Familiar Exercbes between an Attorney and his Articled Clerk.** 

Fcp. 8vo. 68. cloth lettered. 

EXTRACT FROM AUTHOR'S PREFACE. 

" In order to render it a book of ready reference and information to the mercantile 
world, I have sedulously avoided all * legal * terms and phraseology, and invariably 
preferred clearness of detail to energetic composition .... I have encteavoured through- 
out to point out to the merchant and his clerk the general routine^ sanctioned oy 
custom, in the treatment of a Bill of Exchange .... In conclusion, I must add a few 
words on the subject of Public Notaries. They are a very useful branch of the profes- 
sion ; and having in many instances found them possessed of much information on the 
custom of merchants in |ipeneral, it will be seen that I have in the present work pointed 
out many particular duties which may be performed by them with oenefit and advantage 
to traders ; and a merchant will often save himself a law-suit by a few words from ms 
notary in those cases of difficulty which may arise in his dealings with foreign 
merchants." 

STEEL'S SHIP-MASTER'S ASSISTANT, 

and OWNER'S MANUAL ; 

Containing General and Legal Information necessary for Owners and Masters of Ships, 
Ship-Brokers, Pilots, and other persons connected with the Merchant Service. New 
Edition, newly arranged, and corrected (containing the New Customs Laws, &c.) 
by J. Stikeman, Custom-House Agent. With Tables of Weights, Measures, Monies, 
&c. by Dr. Kelly. I large and closely-printed vol. 21s. bds. ; 22s. 6d. bd. 



CONVERSATIONS on POLITICAL ECONOMY. 

By Jane Marcet. 12mo. 6th Edition, 9s. bds. 

By the same Authoress, 

John Hopkins' Notions on Political Economy. 12mo. 4b. 6d. 



THE HISTORY and PRINCIPLES of BANKING. 

By J. W. Gilbart. 4th Edit, enlarged, 8vo. 9s. 

This book may be considered as a grammar of banking. The general reader may 
here acquire a competent knowledge or most of the facts and princ^Iea connected witn 
the subject. 
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BMTOMOZiOGY, OBNITHOXiOOY, AND OBNESAL ZOOLOGY. 



# 



INTRODUCTION to ENTOMOLOGY ^ 

OR, EI.EMENTS OF THE NATURAL HISTORY OF INSECTS. 

By William Kirby, M.A. F.R.S. and L.S., and William Spbncb, Esq. F.L.S. 

In 4 thick vols. 8x0. with Plates, and Portraits of the Authors, price 4L 

A Scientific Index may be bad, price 2s. 

AN OUTLINE of the SMALLER BRITISH BIRDS. 

By R. A. Slaney, Esq. Foolscap 8to. Cuts, 4s. 6d. 

LETTERS to a YOUNG NATURALIST, 

ON THE STUDY OF NATURE AND NATURAL THEOLOGY. 
By J. L. DauMMOND, M.D. 12ino. Cuts, 7s. 6d. 

BOOK of NATURE : 

A Popular Illustration of the General Laws and Phenomena of Oeation. 
By J. Mason Good, M.D. F.R.S. 3 vols. 3d Edit. Ms. 

TAXIDERMY ; 

Or, the Art of CoDectinfi^ and Preparing^ Objects of Natural History. 
12mo. Plates, Fourth Edition, 7s. 6d. 



ARCHITBCTURE, THE FINE ARTS, ETO. 



DICTIONARY of the 
ARCHITECTURE and ARCHEOLOGY of the MIDDLE AGES ; 

Including the Words used by Old and Modem Authors. 

By John Britton, F.S.A. &c. 

Part I. with 12 Engravings by J. Lb Kbux ; Part II. with 10 Engravings ; and 

Part III. with 13 Engravings. 

The Volume will contain at least 40 Engravings, and be completed in 4 Parts, royal Svo. 

las. each ; medium 4to. ais. ; imperial 4to. 31s. 6d. 

Part IV. will be published early in the year. 



T. F. HUNT'S ARCHITECTURAL WORKS. 



Hints on Picturesque Domestic Ar- 
chitecture; in a Series of Designs for 
Gate Lodges, Gamekeepers* Cottages, 
&c. &c. 4to. New Edition, with Addi- 
tions, and a new set of Plates, 21s. bds. *, 
India Proofs, Sis. Cd. 

Designs for Lodges, Gardeners* 
Houses, and other Buildings, in the 
Modem or Italian Style : in a Series of 
12 Plates, with Letterpress. Royal 4to. 
31s. bds. ; India Proofs 31s. Cd. 



Designs for Parsonage- Houses, Alms- 
Houses, &c. &c. ; in a Series of 21 Plates, 
with Letterpress. Royal 4to. 21s. ; In- 
dia Proofs, 31s. 6d. 

Exemplars of Tudor Architecture, 
adapted to Modem Habitations; with 
illustrative Details, selected from An- 
cient Edifices ; and Observations on the 
Furniture of the Tudor Period. Royal 
4to. with 37 Plates, 21. 28. ; India Proofs, 
31. 38. 



LECTURES on the 
HISTORY and PRINCIPLES of PAINTING. 

By Thomas Phillips, Esq. R.A. F.R.S. and F.S.A. late Professor of Painting 
in the Royal Academy. Svo. 13s. in cloth. 

'* There is not a pauage in them with which a libertUlyeducated gentleman thouUL not be 
oe^uaiiUAf."— LiTB&ABY Gazette. 

ELEMENTS OF MUSICAL COMPOSITION ; 

Comprehending the Rules of Thorough Bass, and the Theory of Tuning. 

By William Crotch, Mus. Doc. Professor of Music in the University of (^ifbrd. 

2d Edition, small 4to. with Plates, 12s. in cloth. 

By the same Author, 

Substance of serenl Courses of Lectures on Music. 7s. 6d. 
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MXSOBUbANHOUS WOKKS. 



ON FEMALE IMPROVEMENT. By Mrs. John Sandfobd. 

2 vols. 12ino. price 12s. in cloth. 

By the name Antboren, 

Woman, in her Social and Domestic Character. 5th Edition, 12mo. 68. 

Li^es of Lady Jane Grey and Mrs. CoL Hutchinson. Fcp. 8vo. 6s. 6d* 



MAUNDER'S TREES'. AY of KNOWLEDGE. 

9th Edit. 18010. 8b. 6d. cloth ; lOs. 6d. embossed and ^It. 



HINTS on ETIQUETTE ; and the USAGES of SOCIETY, &c. 

By kytryhs. 
Sixteenth Edition, fcap. Svo. 2s. 6d. gilt edges. 



SHORT WHIST ; its Rise, Progress, and Laws : 

Together with Maxims for Banners, and Observations to make any one a Whist Player. 

By Major A*****. 
Fifth Edition, fc^>. Svo. with Frontispiece, Ss. in fkncy cloth, gilt edges. 



INSTRUCTIONS to EXECUTORS and ADMINISTRATORS, 

Shewing the Duties and Responsibilities incident to the due Performance of 
their Trusts ; with Forms properly filled up for e\'ery Bequest. 

By J. H. Bradt, late of the Legacy Duty Office,- Somerset House. Svo. 5th Edit. 8s. 



DOMESTIC DUTIES^ 

Or, Instructions to Young Married Ladies on the Managemen t of their Households, &c. &;c. 

By Mrs. William Parkes. 12mo. 4th Edition, 10s. 6d. cloth lettered. 

" The iH^Hfne he/ore u» in a perfect VADK MECUX for the Sfoutuf married ladf, who mag 
retort to it on all queatioru of household economy and etiqudUe," — Saw Monthly Mao. 



ON THE VALUATION of PROPERTY for the POOR'S RATE. 

By J. S. Batldon. Svo. New Edition, enlarged, 7s. 6d. 

By the same Author, 

Art of Valuing Rents and Tillages, &c. New Edition, 78. bds. 



LACON 'y or MANY THINGS in FEW WORDS. 

By the Rev. C. C. Colton. New Edition, Svo. 12s. 



EDUCATION REFORM 5 

Or, the NECF^ITY of a NATIONAL SYSTEM of EDUCATION. 

Vol. I. Svo. 15s. in cloth. 

By Thomas Wyse, Esq. M.P. 

" A more twniiuna, searchivg, and comprehensive treatise tre never read.''* — MoN. Riv. 



SELECTIONS from the EDINBURGH REVIEW; 

With a preliminary Dissertation and Notes. 
Edited by Mauricb Cross, Esq. 4 large vols. 31. 8s. bds. 
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GENERAL INDEX to the EDINBURGH REVIEW, 

From VoL L to XX. 15s. bds.->Fnmi Vol. XXI. to L. 12s. 
Wilson and Son, Frintbbs, 57, Skimnbr-Stbbbt, London. ^^ 
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